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A Fording a creek on the Mohawk Trail 
BUSINESS that has lived and flourished in 1800—in that year mutual insur- 


over 178 years must have much to recom- ance was already half a century old, 
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to their policyholders every year; to the 
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carriers for workmen’s compensation, automo- MUTUAL PROTECTION IS AVAILABLE 


FOR THESE CASUALTY RISKS: 

| Accident Liability (all forms) 
Automobile (all forms) Plate Glass 
Burglary and Theft Property Damage 
Workmen's Compensation Fidelity 


bile or the other forms of casualty insurance. 
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MUTUAL CASUALTY INSURANCE 


These Old Line Legal Reserve Companies Are Members of 


NATIONAL AssociATION oF Mutvat Casuatty Companies and AmMErIcaAN MuTvAt ALLIANCE 


Allied Mutuals Liability Insurance Co., New Yoré City; American Mutual Liability Insurance Co., Bosten, Mass.; Builders Mutual Casualty Co., Madison, Wis.; Central Mutual 
Casualty Co., Kansas City, Mo.; Employers Mutual Casualty Co., Des Moines, Ia.; Employers Mutual Liability Insurance Co., Wausau, Wis.; Exchange Mutual Indemnity Insurance 
Co., Buffalo, N. Y.; Federal Mutual Liability Insurance Co., Boston, Mass.; Hardware Mutual Casualty Co., Stevens Point, Wis.; Interboro Mutual Indemnity Insurance Co., New York 
City; Jamestown Mutual Insurance Co., Jamestown, N. Y.; Liberty Mutual Insurance Co., Boston, Mass.; Lumbermens Mutual Casualty Co., Chicago, Ill.; (American) Lumbermens 
Mutua! Casualty Co. of Illinois, New York City; Merchants Mutual Casualty Co., Buffalo, N. Y.; Michigan Mutual Liability Co., Detroit, Mich.; Mutual Casualty Insurance Co., 
New York City; Texas Employers Insurance Association, Dallas, Texas; U.S. Mutual Liability Insurance Co., Quincy, Mass.; Utica Mutual Insurance Co., Utica, N. Y. 
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DEPRESSION PROOF 


The MILL MUTUALS are 
Stronger than Ever Before 
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Western Millers Mutual Fire Insurance Co......... Kansas City, Mo. 
Ohio Millers Mutual Insurance Co........................... Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co........... Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co................. Des Moines, Iowa 
Millers Mutual Fire Insurance Co...) Harrisburg, Pa. 
Millers Mutual Fire Insurance Co...................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association... ...... Alton, Ill. 


Grain Dealers National Mutual Fire Ins. Co......_ Indianapolis, Ind. 
Millers National Insurance Co............. Ca ee re Chicago, IIl. 
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Mutual Fire Prevention Bureau 
230 East Ohio St. 
Chicago, Illinois 

(Operated by the Mill Mutuals) 
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MUTUAL INSURANCE 
is 
THRIFT INSURANCE 


BECAUSE IT PROTECTS AT 
ACTUAL COST 


The Michigan Mutual is the largest carrier of 


WORKMEN’S COMPENSATION 


INSURANCE 
in Michigan 


Resources over $5,000,000.00 
Dividends over $3,250,000.00 


MICHIGAN pe MUTUAL 
LIABILITY COMPANY 








esourcess 0 wl 9 ee t—“‘“‘“Cs_—S—S—S—S—————.._.__ Dividends 
bot Than C emcee bs ore Than 
$5,000,000.00 $3,250.000.00 
dent 
District Offices (Genera 1 Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
ieee Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 
Alpena 
Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 


Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


Workmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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GARFIELD W. BROWN 


Commissioner of Insurance for the State of Minnesota 


Mr. BROWN brought to his office a sound education and a wide experience to enable him to 
solve the problems of his important department. He has a successful record of many years at the 


bar, and as Probate Judge. Further, he was a member of the legislature and was in the service 


during the war. From 1921 to 1928 he was Public Examiner. His administration of his office 
has been notable for its satisfaction. He is Chairman of the Committee on Workmen's Compen- 
sation of the National Convention of Insurance Commissioners and a member of that body's 
Committees on Laws and Legislation, on Taxation and on Unauthorized Insurance. 
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After Bandits Had Looted a Bank at Heyworth, Ill. 
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Telephone and Light Wires Were Cut, Money Taken, and Papers Scattered About 


Crime Takes $12,000,000 Toll From Banks 


From Forger to Bandit the Ilk of Crooks Presents A Battle Line of 
Formidable Proportions to America’s Financial Institutions 


NINCE the World War, crime in 
this country has not only as- 
sumed the gigantic proportions 

ot big business, keen and influential ; 
it is also well organized and fortified 
to resist the law, even after arrests 
have been effected by the police 
authorities. With crimes of every 
description springing up everywhere, 
the most casual reader of the daily 
press must realize that crime is 
strongly entrenched, not alone in poli- 
tics, but also as one of the major ele- 
ments which tend to raise the cost of 





conducting legitimate business—and 
that means the cost of living. From 


all available statistics, the fact is made 
painfully clear that the direct finan- 
cial loss through crime in this coun- 
try has steadily increased until it has 
reached the staggering total of five 
billions of dollars yearly, or more 
than the annual budget of our Federal 
Government. Double this figure to 
account for the rapidly expanding 
costs of our numerous investigative 
and police forces, criminal courts and 
prisons and we gain some idea of the 
tremendous tax which criminals im- 
pose on virtually all of our people. 
Nowhere else in the world does 
crime play such an important part in 
the economics of everybody's daily 
life as in this great land of oppor- 
tunity. Nowhere else will you find 
such a heavy proportion of all crimes 


Ly JAMES E. BAUM 
From an Address by 
Deputy Manager American Bankers’ Association, 
In charge of the Protective Department Before 
Tri-State Better Bank Management Conference 
Recently Held in Minneapolis, Minn. 


of opportunity created by the victim 
and seized upon by the criminal. Op- 
portunity again knocks at the ecrimi- 
nal’s door to freedom by the business- 
like view taken by so many victims 
toward prosecution, particularly when 
the financial or property loss is cov- 
ered by insurance. In such cases, 
the expense of prosecution is too often 
looked upon as a net loss or unneces- 
sary expense. When a _ successful 
prosecution requires extradition or 
traveling to prove identification of the 
prisoner, the time and expense incur- 
red frequently exceeds the amount of 
loss. The crook is well aware of these 
advantages and means to capitalize 
them to the limit. When these bar- 
riers are overcome and prosecution 
seems likely, you will always find the 
professional crook to be business-like 
and smart enough to offer restitution. 
When restitution is accepted, prose- 
cution is compromised and weakened, 
sometimes to the point of exposing 
the victim to the charge of compound- 
ing a felony. Therefore, it is self- 
evident that any protective system 
which condones crime by restitution 
or otherwise, serves no practical pur- 
pose. 


fait YNING along these lines as 
early as 1891, the American 
Bankers Association prohibited every 
member bank from condoning or 
compromising a crime once it is re- 
ported to the Association. lor nearly 
forty years now, this rule against 
compromise and always concentrating 
toward the prevention of loss, as 
contrasted with the more doubtful 
results of detection, have been cardi- 
nal principles of the Association's 
warfare against criminality. Through- 
out that long period, our experience 
has proved this policy of relentless 
investigation and prosecution to be 
the most effective in the interests of 
our membership as a whole and to 
the disadvantage of no one but the 
criminal. Moreover, it serves to up- 
hold the law. 

When we consider the wide expan- 
sion which banking has enjoyed, and 
the greater facilities of accommoda- 
tion which its growth has demanded, 
it is not surprising to find banks pay- 
ing a heavier tribute to crime as the 
years roll by. Money continues to he 
the strongest magnet to crookdom, 
and so long as it is concentrated in 
banks, they must expect and forever 
safeguard against the hazards to 
which custodians of cash are ex- 
posed. 

Anybody who believes that banks 
will eventually cease to charm crimi- 
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nals forgets the “fence” and the hard 
bargains he drives before taking stolen 
securities, diamonds, or other forms 
of merchandise, all of which are more 
readily identified than money. Dis- 
counts of from 70 to 90 per cent be- 
low face values are not uncommon in 
these deals, and professional crimi- 
nals are thoroughly alive to the dis- 
advantages of dividing their spoils 
with these elusive but immodest mid- 
dlemen of the underworld. 

lt is no exaggeration to say that 
modern crime has thrived, not alone 
upon the rapid development and com- 
petition of business; crime has also 
benefited from the use of more busi- 
ness-like methods and adopting the 
principles of wider organization. This 
is especially true of the bank crook 
who continues to be a leader among 
the smart set of criminality and is 
rarely caught without a sinking fund, 
or “fall money” set aside to antici- 
pate the cost of the best legal talent 
to defend him after his arrest. Some 
of them gloat behind the monicker 
of “Cash and Carry,” a title which 
deserves to become a slogan for bank 
for they usually strike for 
100 per cent cash as their loot, split- 
ting it only among themselves. It 
follows, then, that so long as banks 
possess a greater supply of this 100 
per cent loot they will remain as head- 
liners among the devious attractions 
to criminals—professional and _ po- 
tential. 


crooks, 


HAT does hindsight tell us 

about this fascination which the 
bankers’ principal commodity holds 
for the criminal element ? Also, what 
preventive measures are they employ- 
ing to avoid loss in the face of facts 
which show preventable losses as con- 
stituting a heavy portion of the 
total ? 

experience of casualty and surety 
companies, and the records of the 
\merican Bankers Association’s Pro- 
tective Department, indicate that 
during the past five years the direct 
loss which crime inflicted upon bank- 
ing averaged more than $12,000,000 
annually. Of this yearly burden the 
embezzler accounted for not less than 
$7 000,000, and the forger took an- 
other $1,000,000, a two-thirds rate 
for losses resulting from crimes of 
opportunity which are preventable 
with reasonable care and controllable 
within the banks. 

Oddly enough, the amount doled 
out annually to the latest and most 
serious menace to bankers, the hold- 
up bandit, is less than $2,000,000, or 
only one-sixth of the annual crime 
bill against banking. Losses from 
bank burglary average but slightly 
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more than 3 per cent, or about $400,- 
000 annually, and the remainder is 
divided among credit sharks, sneak 
thieves and swindlers. 

Premium rates for insurance against 
robbery give a simple but illuminating 
story of fact, and they also furnish 
a fair, though belated, index to the 
popular trend in bank robbery. Eleven 





Photo by U. & U. 
Training Bank Employees to Repel Robbers. 


years ago the night burglary hazard 
in banking was so much greater than 
daylight robbery that insurance pre- 
miums for the latter risk ranged from 
one-fourth to one-half of the bur- 
glary rate. Prior to 1918, the holdup 
coverage was literally “thrown in” 
the burglary and robbery policies for 
good measure. Today, the reverse is 
true, and in many states the gap be- 
tween premiums on the two risks has 
steadily widened, not alone because 
10ldup losses have mounted, nor from 
the popular fallacy that yeggmen 
have deserted their brothers in slow 
motion robbery to take up banditry. 
A good torch man or one expert in 
the handling of “Dan” (dynamite) 
makes the best burglar and so long 
as he is free and inclined to crack a 


safe, he sticks to burglary. Burglary 
losses have also dropped in that 
period. 


The same inventive genius which 
facilitated the bandits’ surprise attack 
and speedy escape with automatic 
firearms and high-powered motors 
also devised automatic alarm systems 
and created torch, drill and explosive 
proof metals, laminated or composite 
—all of which have gone a long way 
toward making bank burglary un- 





profitable. Our burglary problem is 
not entirely solved, but it is a matter 
of record that only the “soft” safes 
and vaults are yielding to the bur- 
glar’s tools. It is also significant that 
one of every three bank burglaries 
attempted during the past six years 
has been either completely frustrated 
or the resulting loss was from dam- 
age alone, and not in money or securi- 
ties. If experience means anything, 
science and invention have caught up 
with the burglar, and many bankers 
have availed themselves of its prod- 
ucts with at least the same care in 
choosing their equipment for resist- 
ing attack as the burglar has pre- 
pared for attacking. 
—SSo UV 

OT so with the bankers’ defen- 

sive Measures against daylight 
holdup. Even the casual reader of 
the daily press is awake to that fact- 
and why not bankers? Because of 
the greater danger to life, is it due to 
their inclination to rely entirely upon 
indemnity of financial loss through in- 
surance, the line of least resistance ? 
With the exception of a few states 
where the vigilantes, town guards or 
rangers are well organized, the record 
answers in the affirmative. 

Barring messenger robberies, nine 
out of every ten bank holdups are di- 
rected against undermanned or un- 
guarded banks, and the majority of 
these occur during the luncheon pe- 
riods in small or outlying communi- 
ties, isolated and lacking modern 
means of protection within the bank 
and oftentimes without the police 
power outside to match strides with 
the bandits in their getaway. “To 
stage the holdup and dodge traffic, the 
bandits used a stolen light car, which 
was later abandoned to avoid their 
identification, and the robbers shifted 
to a high-powered car a few miles 
out of town and sped away’’—thus 
reads the stereotyped news items, 
which admit “there were but two em- 
ployees in the bank” and the familiar 
assurance that “the bank’s loss was 
entirely insured.” 

Against the bankers’ effort in foil- 
ing one out of every three burglary 
attempts, which is nothing to crow 
about, they fare considerably worse 
against the bandit, the record show- 
ing only one holdup being frustrated 
out of every seven attacks. More- 
over, the average haul in a bank hold- 
up is much greater than in burglary, 
which is another way of saying that 
banks with weak vaults or safes have 
learned to keep a minimum of cash 
and securities overnight, and those 
carrying larger amounts are equipped 
with burglary-proof vaults and mod- 
ern alarm systems. 








With the continuous stream of 
warnings which bankers receive in 
the Protective Section of the Ameri- 
can Bankers Association Journal, and 
others sent by State Bankers Associa- 
tions, they must realize that the bank 
bandit of today is a specialist, versa- 
tile and highly developed in working 
out the finest details of staging a suc- 
cessful surprise attack. He ranks 
among the intelligent criminals who 
rarely strike simply on an impulse 
of the moment. Investigations of 
these crimes and the confessions of 
their perpetrators give ample proof 
that they are planned with the ut- 
most care and preparation. Advance 
scouts are usually detailed to get the 
“lay” of the bank selected for a raid, 
and they are chosen—not to take part 
in the holdup—but for their ability to 
analyze and report the strong and 
weak spots in the routine, personnel, 
alarm equipment and whatever police 
protection the bank may have. 

What to do before the bandits’ ar- 
rival is the most serious crime ques- 
tion now confronting all bankers and 
business men, and little hope of re- 
lief or solution of the problem is 
offered by alarm systems or other 
protective devices which depend en- 
tirely upon the strength or weaknesses 
of the human element for their oper- 
ation. The majority of alarms now 
installed do not measure up to the 
needs of the situation, because they 
fail to offset the bandits’ well-known 
advantage of surprise threat, which 
instantly places his victims’ lives in 
the balance, thus rendering them 
powerless to think of anything short 
of self-preservation. The profes- 
sional bandit knows this only too well, 
and old style, open circuit loud sound- 
ing gong alarms hold little or no ter- 
ror for his kind—and their wire- 
cutting tools. Nothing short of a 
counter-surprise will stop them, and 
the only signal systems which have 
proved dependable are those which 
are not only silent within the bank 
when the alarm is sounded ; they must 
also operate regardless of the uncer- 
tainties of the human element. 


Re 


ee siapngge invariably upsets 
the best planned holdups, and 
equipment is now available to give 
bankers an even chance to stage a 
strong “offensive defensive” against 
these killers of bank officers and em- 
ployees. There are protective devices 
now being marketed which meet these 
requirements, and it is no idle jest 
to say that knowledge of such equip- 
ment registers a wholesome respect 
among criminals for banks thus pro- 
tected. Bank bandits are too busi- 
ness-like and possess too keen a 
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prison sense of humor to risk chances 
of defeat, where there are so many 
other banks offering less resistance 
against robbery. 

Bankers in many cities could profit 
from the experience of those in the 
smaller communities, where the quick- 
firing vigilante system has worked 
wonders. Lusiness men in other 
lines, and particularly jewelers and 
diamond merchants, should be inter- 
ested in any co-operative movement 
that bodes ill for the criminal. 
Crowded thoroughfares have always 
been choice stamping grounds for 
criminals, and tall buildings mean 
elevators and more floors, and these 
give crooks so many more _ hiding 
places and exits for escape. To be ef- 
fective, therefore, any vigilante cam- 
paign in the cities must be decentral- 
ized and operated upon the silent 
alarm principle, so that enough 
trained marksmen will be outside the 
place attacked within two or three 


minutes after the alarm has been 
struck. T‘ive minutes is often too 
late. 

It must be apparent to all bankers 
and business men that the smart 






criminals of today, concentrating and 
planning as they do upon a definite 
objective, are always a few steps 
ahead of their victims. Ordinary 
safeguards usually leave the victims 
crawling on the floor or herded into 
the vault, panic-stricken and unpre- 
pared to do more than pay tribute, 
thankful for keeping body and soul 
together. Yet this situation is largely 
due to the same victims’ excessive 
reliance upon indemnity of financial 
loss through insurance and only mod- 
erate use of effective means for crime 
prevention. 
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It is truly a modern version of 
“cold pausing, caution’s lesson scorn- 
ing,’ and unless business men and 
bankers awaken to the real needs of 
the situation with a more diligent and 
determined effort toward prevention, 
crimes of opportunity will spread so 
that society and not the criminal will 
become the underdog in its contest 
with criminality. 

A moment ago, I spoke of the 
strongly organized position of the 
underworld. But business too is 
thoroughly organized and equipped to 
curb this disgraceful carnival of 
crime, which is exacting such an ap- 
palling toll in life and property. The 
spirit and principles of organization 
could be applied to no better purpose 
than the suppression of crime, a task 
which rests largely upon the will of 
our people to stamp it out. It is a 
big job that requires nothing less than 
the combined forces of business and 
civic organizations, but the road ahead 
can be cleared. To begin with, we 
need a change of heart and a stronger, 
clearer conscience toward law en- 


forcement and the administration of 
justice. 


Reconstructing a Robbery to Give Police In 
formation About How the Job Was Done. 
In the Above Case Tear Bombs Were Ex 
perimented With to Forestall a Repetition 
of the Crime. 


We must look upon the underworld 
as another wofld whose population 
has more than trebled in the last 
decade and whose inhabitants present 
undesirable risks to any legitimate 
business. 

We must modernize the criminal 
code and procedural laws in at least 
forty states if we are to have certain 
and speedy administration of justice. 
Within the next few months, the leg- 
islatures of forty-four states will open 
their regular sessions. It is an un- 
usual opportunity for organized busi- 
ness to demand the kind of law-mak- 
ing that will curb law-breaking. 


W: must also realize that mod- 

ernizing the laws alone cannot 

restore the order to which this coun- 
(Continued on Page 18) 
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Florida Ruling on 
Splitting Commissions 
With Foreign Agents 


® IMMISSIONER of Insurance 
for Florida recently received 
the following ruling from Hon. Fred 
\W. Davis, Attorney General of that 
state 

This is in answer to your request of 
September 25th for my opinion as to the 
legal effect of Section 6237, Compiled 
(seneral which provides that re- 
newal of licenses to insurance companies 
to transact business in this State shall only 
be issued after the secretary or manager 
of the company has made oath that no 
policy or contract of insurance covering 
property located in the State of Florida 
has heen issued, written or placed during 
the twelve months preceding, except by 
resident local agents of such company, 
and that the said local agent has received 
the full, entire and usual commission duly 
allowed its agents for such service. 


Laws, 


Section 6235, Compiled General Laws, 
provides that all policies of insurance 
against loss by fire to property located in 
this State must be “issued and counter- 
signed” by local agent who is a resident 
of this State, regularly commissioned and 
licensed as such, and that such local agent 
shall receive on each policy the “full and 
usual commission” allowed and paid by 
such company or association to its agents 
on business written or done by them for it. 

The only modification of the provisions 
of Sections 6235 and 6237 are those to be 
found in Section 6216, Compiled General 
Laws, which provides that it shall be law- 
ful for any agent in Florida to divide with 
any non-resident agent regularly author- 
izcd and licensed in his own State h:s com- 
mission on business which shall have been 
procured and sent or caused to be sent to 
the Florida agent for counter-signature 
as required by law. 

My construction of Section 6216 is that 
said Section is permissive only to the agent 
and not to the insurance company. The 
law requires the insurance company to is- 
sue its policies through local agents only. 
It also requires that such local agents shall 
be paid for such service “The full and 
usual commission allowed and paid by such 
company or association to its agents on 
business written or done by them for it.” 

In addition the law also requires that the 
responsible officer of the insurance com- 
pany make a specilic oath that the terms 
of the law have been complied with by 
paying the agent “the full, entire and usual 
commission due and allowed.” 

In my judgment there is nothing in Sec- 
tion 6216, Compiled General Laws, which 
repeals or modifies the terms of Sections 
6235 and 6237, insofar as the insurance 
company as a company is concerned. The 
only effect of Section 6216 is to allow the 
agent of his own volition and for his own 
benefit to make an agreement with another 
agent located outside the State to give 
such out of the State agent a part of the 
local agent's commission, when the out of 
the State agent has procured insurance 
and forwarded such business to 
the local agent. 


business 


In my opinion the law requires that the 
local agent prepare the policy and make 
the arrangements with the insured and 
collect from the insurance company in the 
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first instance the full, entire and usual com- 
mission on such insurance. If the local 
agent has had the business sent to him 
by an out of the State agent, he is then 
permitted to divide his commissions re- 
ceived from the insurance company with 
such out of the State agent as a ‘trans- 
action between agents. Or the local agent 
may instruct the insurance company to 
credit a part of the commission to such 
foreign agent and charge it against his 
account. 

In my opinion there is no authority 
under the law for an insurance company 
to prepare and send policies to local agents 
for counter-signature where the agent does 
not receive the full, entire and usual com- 
mission which would be due and allowed 
him as if he had originally negotiated the 
insurance and prepared the policy in his 
own office. In fact, the law contemplates 
that policies of insurance on property lo- 
cated in Florida shall be negotiated and 
prepared by Florida agents and not by out 
of the State agents or by the insurance 
company itself, and then merely forwarded 
into Florida for counter-signature by some 
local agent. If an out of the State agent 
procures the business for the insurance 
company, it is of course permissible for 
such out of the State agent under Section 
6216 to take the matter up with the local 
agent in Florida, in order that the contract 
may be prepared and issued. But the 
pract'ce of insurance companies in pre- 
paring policies outside the State and merely 
forwarding them to some local agent for 
counter-signature as a sort of rubber 
stamping process for a part of the com- 
mission allowed on policies, is in my judg- 
ment a clear violation of Sections 6235 
and 6237. 

\ theory of the law is that the public 
shall be given the protection which is af- 
forded by having a local agent confer with 
the insured, go over his insurance prob- 
lem with him, examine the property, and 
select and tender to him the kind of in- 
surance contract which is best suited to 
cover the risk contemplated. While the 
indirect consequence of the law is of course 
to increase the amount of commissions 
which may be earned by Florida agents, 
this is not its principal purpose, nor would 
it be sustainable as a valid law if that 
were the sole object of the law. 

Consequently, the statute must be con- 
strued in such a way that the purpose and 
intent of same will be subserved by the em- 
ployment of the local Florida agent as a 
real factor in the negotiation of the in- 
surance, rather than the employment of 
him as a mere rubber stamp to counter- 
sign the policy with whose terms he has 
had nothing to do in the matter of nego- 
tiation, draftsmanship or otherwise. 

SS 
Illinois Ruling Differenti- 
é ° 9 

ates Between ‘‘Kinds 


and ‘“‘Risks’’ 


HERE is, in Illinois, a statute or 
provision that mutual insurance 
companies doing business in that 
state must “hold admitted assets for 
each kind of insurance to be issued 
equal to at least five times the maxi- 
mum single risk assumed,” Attorney 
General Oscar E. Carlstrom has held 
that an automobile insurance policy 


issued by a mutual company covering 
fire, theft, collision, liability and 
property damage covers only one 
kind of insurance. 

In the opinion, furnished to the 
State Superintendent of Insurance, 
Harry W. Hanson, Mr. Carlstrom 
distinguished “kinds” of insurance 
from “risks.” 

In answering a specific question 
concerning a policy issued by a com- 
pany authorized to do business in- 
suring “against loss, expense, and lia- 
bility resulting from the ownership, 
maintenance or use of any automo- 
Lile or other vehicle, and calling for 
coverage against fire, $1,000; theft, 
$1,000; collision, $1,000; liability, 
$5,000 ; and property damage, $1,000: 
the Attorney General said in part: 

“You then ask whether the admitted 
assets under the language of subsec- 
tion 9 of section 9 quoted, which the 
company should have, should be five 
times the largest insurance covered, 
viz, five times $5,000, or $25,000 of 
admitted assets, or whether such ad- 
mitted assets should be five times the 
sum total of all the insurance items 
in said policy, viz, five times $9,000, 
or $45,000.” 


A ae 
peg ae 


“*Section 10 of said act provides in part 
as follows: 

“‘*When more than one kind of insur- 
ance as enumerated and described under 
Sub-sections 2, 3, 4, 5, 6 and 7 of Section 7 
is effected by the same corporation, each 
kind shall be written in a separate policy. 
In the accounts pertaining to each kind 
shall be entered all receipts thereof and all 
expenses incurred directly in its behalf. 
The funds earned by one kind of insur- 
ance shall not be available to pay losses or 
expenses incurred by another kind until all 
available assets of the kind where the 
losses or expenses were incurred are ex- 
hausted.’ ” 

It is pointed out by Mr. Carlstrom 
that Sub-section 7 of Section 9 reads: 

‘*8. The maximum single risk shall not 
exceed 20 per cent of its admitted assets 
or three times the average policy, or 1 per 
cent of the insurance in force, whichever is 
the greater, any reinsurance taking effect 
simultaneously with the policy being de- 
ducted in determining such maximum sin- 
ele risk.’ ” 

The Attorney General further says: 

“The word ‘risk’ therefore was evi- 
dently intended to be distinguished from 
the word ‘kind’ in that the same kind of 
insurance might have different risks, thus 
a company authorized to do business 
under Sub-section 4 of Section 7, being 
insurance on automobiles of other vehicles, 
would be transacting one kind of insurance 
but would be covering the risks of fire, 
theft, collision, liability and property dam- 
age which might result from the owner- 
ship, maintenance or use of such automo- 
bile or other vehicles. 

“Under the common rule of statutory 
construction where one word is used in 

(Continued on Page 18) 
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The Germans House Their Insurance Research Activities in Solid Well-Appointed Buildings 


Insurance Supervision In Germany 


New Regulations by the State Proposed in a Bill Which Will Bring 
More Strict Overseeing of the Business by Governmental Inspection 


EARLY 30 years have passed 
N since the enactment of the 

law inaugurating govern- 
mental supervision over private in- 
surance enterprises through an Im- 
perial Supervising Department at 
Berlin. This legislation a generation 
ago brought about a very material im- 
provement of the legal situation inas- 
much as prior to it the law had been 
different in each of the individual 
German federated states. There 
had been instances of different law 
even within the same state; in the 
new Prussian provinces, for in- 
stance, the legal provisions differed 
from those in the older provinces, 
and even within the same province 
different authorities were compe- 
tent. In some of the federated 
states competition was entirely free 
from supervision in all or at least 
most branches of insurance, while 
in others the strictest licensing 
system, coupled with proof of exist- 
ing need and other precautionary 
measures prevailed. The legal va- 
riety was aggravated by the objec- 
tionable practice of each of the 
German states to treat the others 
like foreign countries. These legal 
provisions hampering the proper 
development of the German insur- 
ance business were abolished to a 
large extent by the law of May 12, 
1901, but still there was no com- 


By PROF. DR. ALFRED MANES 
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plete uniformity. As before, the 
public state and communal institu- 
tions, of which many were organ- 
ized in German fire insurance for 
nearly two hundred years and in 
life and accident insurance for the 
past fifteen years, remained exempt 


from supervision. Nor were all 
branches subjected to it, and espe- 
cially did transport insurance and 
reinsurance remain free. A num- 
ber of changes have since been 
made, all of them however being of 
minor importance. The only ma 
terial changes were made in 192; 
to meet emergencies resulting from 
the German money inflation; they 
mainly refer to regulations about 
the proper way of preparing bal- 
ancés and the investment of pre- 
mium reserve funds in life insur- 
ance. 

In common, however, with the 
whole economic situation gener- 
ally, insurance conditions have 
changed considerably since the end 
of the world-war. Some branches 
which did not even exist when the 
law of supervision was enacted, 
have since strongly developed and 
become independent, like automo- 
bile insurance. The structure of 
the insuring organizations, too, has 
undergone great changes by the 
growth of large combinations 
(‘“Konzerne”’), which are amalga- 
mations of several, sometimes doz- 
ens of individual companies. Nor 
have undesirable developments been 
lacking in isolated cases, owing to 
an objectionable combination of 
insurance operations with business 
transactions foreign to insurance, 
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as illustrated in the regrettable case 
of the Frankfort Insurance Combi- 
nation, where this procedure re- 
sulted in the collapse of what had 
been a powerful group of concerns 
in good standing. 

There is, accordingly, no lack of 
causes and good reasons why the 
German legislator should now set 
about reforming the German fed- 
eral supervision of insurance in sev- 
eral respects. His plans in that 
direction, which in all probability 
will soon be materialized in the 
form of a law, will undoubtedly 
prove of interest to people even be- 
yond the German boundaries, es- 
pecially as modern insurance is a 
thoroughly international institu- 
tion and in the insurance business, 
more perhaps than in any other 
field of activity, all countries are 
learning or at least ought to learn 
from one another. 


OST of the provisions of the 
bill, which has been drafted 
under the auspices of the Federal 
Economic Ministry (“Reichswirt- 





JouRNAL OF AMERICAN INSURANCE 


judge of insurance matters. One 
result of the extended powers of 
the supervising department will be 
that a great many funds, associa- 
tions and other organizations which 
under the guise of being organized 
exclusively for relief and not for 
insurance have heretofore escaped 
government supervision, often 
enough operating to the detriment 
of their members, will now be pro- 
nounced to be insurance concerns 
and subject to federal supervision. 
This class comprises a great num- 
ber of death and sick benefit and 
old age pensioning funds, but also 
plate glass insurances, for instance. 
Furthermore, in the future there 
will be no more newspaper sub- 
scribers’ insurance free from super- 
vision as heretofore. This branch 
of the business has now been grow- 
ing at a fairly astonishing rate in 
Germany and may be justly desig- 
nated as a substitute for industrial 
insurance, most of which has fallen 
a victim to the money inflation. 
More than ten million people are 
now insured in Germany in connec- 


Interior of Library Devoted to the Study of Insurance 


schaftsministerium’”’) aim at an in- 
crease of present governmental 
supervision, granting to the Fed- 
eral Supervising Department still 
greater powers than are now con- 
ceded to it. For instance, the de- 
cision as to whether a given con- 
cern is to be regarded as an insur- 
ance enterprise and should be sub- 
jected to supervision will rest ex- 
clusively with that department, 
whereas heretofore this question 
had to be decided by the courts, 
even the highest of which—the 
“Reichsgericht”— by no means 
proved invariably a competent 


tion with subscriptions to periodi- 
cals and newspapers and the total 
benefits payable to members of 
newspaper subscription insurance 
are estimated at twenty-five million 
Reichsmarks in round figures. As 
a result of subjecting newspaper 
subscription insurance to federal 
supervision, as is proposed for the 
future, it will be possible in due 
course to “rationalize” this branch 
of the business, introduce standard 
provisions, and abolish conditions 
which must be considered as un- 
sound or unsuitable to the insured. 





By investing the Federal Super- 
vising Department with the ex- 
tended powers as characterized by 
the above-mentioned examples the 
underlying principle of all govern- 
ment supervision will be more fully 
materialized. This principle, how- 
ever, rests on the assumption that 
the public interest is particularly 
concerned about the sound and 
prosperous development of insur- 
ance and it is incumbent upon the 
government to devote its special 
care and attention to this field of 
human activities. The government’s 
duty in this respect is principally 
due, on the one hand, to the proper 
appreciation of the great economic, 
social, and ethical importance of 
insurance, and.on the other hand 
to the danger of grave injury to 
national prosperity, threatening 
from insurance improperly oper- 
ated, this danger being further ag- 
gravated by the fact that, as a rule, 
even careful and intelligent citi- 
zens are unable without outside 
assistance to form a reliable opin- 
ion regarding the organizations in 
which they have to place their con- 
fidence. 


Sor 


UITE naturally it is one of the 

principal duties of the super- 
vising department to examine the 
enterprises under its supervision; 
yet heretofore the department had 
only the right, but was not obliged 
to make such examinations. This 
unsatisfactory state of affairs is 
radically changed by the newly 
drafted bill which provides that in 
the future an official examination 
has to be made at least once in 
every five years. In addition, how- 
ever—and that is most important— 
the final balance of each insurance 
enterprise, including its books, ac- 
counts and annual statement, will 
henceforth have to be examined 
each year by some non-govern- 
mental organization, which as a 
rule will be a trust company, be- 
fore the annual statement is sub- 
mitted to the General Meeting for 
approval. This examination must 
not be limited to the verification of 
the balance as formally correct and 
in agreement with the Company’s 
books and inventory, but beyond 
that it will have to determine 
whether proper accounting and 
balancing principles have been ob- 
served and all the applicable regu- 
lations have been complied with. 
The examiner is selected for each 
fiscal year in advance by the board 
of directors of each insurance com- 
pany, but no examiner will be 














passed unless he is approved by the 

Federal Supervising Department. 
And in this connection it is pro- 
vided as a precautionary measure 
that no such examination must be 
made by a trust company whose 
business can be materially influ- 
enced by any member of the Board 
of Managers or the Board of Di- 
rectors of the insurance company to 
be examined. All the _ books, 
vouchers and correspondence of the 
insurance company have to be 
placed at the disposal of the ex- 
aminer for free inspection and he 
must also be permitted to verify 
the bank balances and the stocks 
and securities of the company. 
Furthermore he may call upon the 
company for any information or 
explanation he requires in the 
course of his examination. In due 
course he will then render a writ- 
ten report of examination, includ- 
ing all details, over his signature 
and transmit it to the Board of 
Managers who, in turn submit it 
to the Board of Directors. One 
copy of the report of examination 
has to go to the Supervising De- 
partment, and the Company’s 
3oard of Managers have to render 
a report on the result of the exami- 
nation to the General Meeting. In 
this connection the question as to 
the extent of the examiner’s liabil- 
ity has not yet been entirely cleared 
up. No upper limit of such liabil- 
ity is provided for in the draft, but 
the examiners desire one fixed, en- 
abling them to cover at least a ma- 
terial part of their responsibility by 
liability insurance. As a matter of 
course liability for damages and 
penalties are threatened to assure 
secrecy on the part of the exami- 
ners and prevent them from secur- 
ing unfair advantages from com- 
peting companies by the disclosure 
of the information obtained in the 
course of the examinations. Small 
mutual associations are exempted 
from the obligation to submit to 
these annual non-governmental ex- 
aminations. 


Of the other changes which are 
contemplated the following are 
worthy of mention: 


Automobile hull insurance cov- 
ering the loss of or injury to auto- 
mobiles, whether against accident, 
fire, theft, or damage caused by 
third parties, is pronounced to be 
subject to governmental super- 
vision. Heretofore this kind of in- 
surance was classified with trans- 
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port insurance, being exempt from 
supervision. This even the com- 
panies themselves agree should be 
changed. Insurance of cycles not 
driven by mechanical power is to 
be subjected to supervision by the 
proposed law. This innovation is 
to be welcomed all the more read- 
ily as the present practice results 
in the awkward condition that in 
the case of the widely used unit in- 
surances, especially of automobil- 
ists, supervision takes place in so 
far as liability of the automobile 
underwriters or accident insurance 
of the automobilists themselves is 
involved, while the other parts of 
the contract are not subject to gov- 
ernment supervision. The result is 
an entirely untenable situation 
which fairly cries for relief. 

Generally following the provi- 
sions of the prevailing law which, 
in case of insolvency, grant life in- 
surance policy-holders the rights 
of privileged creditors against the 
available assets of insolvent life in- 
surance companies, in the future 
similar privileges will be conceded 
to holders of property insurance 
contracts against their insolvent 
companies. Accordingly, in all 
branches under government super- 
vision claims of the insured against 
their insolvent companies on ac- 
count of unearned premiums and 
losses occurred will henceforth 
take precedence of most of the 
other creditors of the bankrupt es- 
tate. Undoubtedly this legal priv- 
ilege in bankruptcy proceedings is 
to be welcomed, especially as there 
is no reason to apprehend any im- 
pairment of the credit of insurance 
companies from such a provision. 

The bad experiences with the 
unwary managers of the Frank- 
fort insurance concern are prob- 
ably the explanation for the efforts 
of the legislator to render it im- 
possible for an insurance company 
in the future to transact any busi- 
ness that is foreign to insurance. 
Henceforth the Supervising De- 
partment will have the right to pro- 
hibit an insurance company from 
participation in another concern 
which is not subject to govern- 
ment supervision, provided such 
participation may, by its nature or 
extent, endanger the insurance 
company. Participation is _pre- 
sumed also when a member of the 
Board of Managers or the Board of 
Directors of the insurance com- 
pany is able to materially influence 
the operations and the business of 
the other concern. 
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conclusion special mention is 
due to the fact that the invest- 
ment of life insurance premiums in 
stocks will no longer be permitted 
in the future. As a matter of fact 
it was not provided for in the origi- 
nal law, but had been permitted 
through the amendment of 1923. 
Still only part of the German com- 
panies have invested premium re- 
serves in stocks, and they did not 
even do it to the limited extent al- 
lowed by the law. There is sig- 
nificance in the reason given by the 
legislator for eliminating the power 
to invest in stocks. He says that 
there is no longer any need for in- 
vestments in stocks since the Ger- 
man currency has been replaced on 
a sound basis and a sufficient quan- 
tity of other reliable securities are 
available, so that, even with stocks 
eliminated there remains plenty of 
room for selection in the invest- 
ment of premium reserve funds. 
The bill drafted by the Federal 
Economic Ministry fails to touch 
upon a problem which has of late 
been repeatedly taken up in pro- 
fessional quarters, but, strange to 
say, was left untouched by reform- 
ers of the law dealing with stocks. 
We refer to the special situation of 
joint stock insurance companies, 
resulting from the fact that their 
shares need not be paid for in full, 
but only at the rate of 25%, even 
when the capital stock is raised. In 
a number of cases it was shown that 
when it was necessary to call for 
the outstanding 75%, nothing or 
only an insignificant part could be 
collected, and this result appeared 
both where a large number of small 
shareholders were involved and 
also in another case where merely 
one very large shareholder—an- 
other joint stock insurance com- 
pany—was concerned. As an ex- 
pedient it might be suggested to 
require insurance shares to be paid 
in full; at least such a procedure 
would be easily applicable to new 
company-promotions. If it was to 
be applied to established compan- 
ies this requirement might probably 
be complied with by reducing the 
face value of the capital stock to 
the amount actually paid in. 
Whether the insured would be ben- 
efitted by such a measure is, of 
course, a different question. 


3ut no matter how stringent the 
proposed legal provisions may be, 
it should be realized from the out- 
set that it is impossible to devise 
any kind of government supervision 
that may be regarded as an un- 
failing panacea, and in the insur- 

(Continued on Page 26) 
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Massachusetts Ruling On 
Increasing Capital Stock 


RULING of much general in- 

terest has recently been handed 
down by Hon. Joseph E. Warner, 
Attorney General of Massachusetts, 
in answer to the following questions 
asked by Hon. Merton L. Brown, 
Commissioner of Insurance for that 
state. The facts as set forth are: 

gs * a domestic stock company 
has voted to increase its capital under said 
section 70, in part by declaring a stock 
dividend and in part by issuing additional 
shares of stock for cash. 

\n examination of the company indi- 
cates that certain persons, who have pur- 
chased some of the new shares for cash, 
have been voting at meetings of the com- 
pany and have received dividends thereon, 
although the certificate of company re- 
quired by said section has not been filed 
with the commissioner for his approval. 

The said company has made application 
to the commissioner that it be permitted 
now to file with him for his approval under 
said section 70 a certificate evidencing the 
issue of stock certificates to an aggregate 
amount less than the full amount of the 
proposed increase and to file further cer- 
tificates with him as additional shares of 
stock are issued.” 

And the questions asked include: 

1. “May a domestic stock insurance 
company under said section 70 vote to in- 
crease its capital stock simultaneously by 
both of the methods permitted by said sec- 
tion, that is, may an increase of any amount 
be effected in part by a stock dividend and 
in part by issuing additional shares for 
cash? 

2. May such a company lawfully issue 
stock certificates representing the amount 
of the increase in its capital stock, in 
whichever mode it is made, prior to the 
commissioner’s approval of the company’s 
certificate required by said section 70? 

3. If certificates are issued prior to the 
filing of the said certificate with the com- 
missioner and the endorsement of his ap- 
proval thereon, 

(a) Is a holder of such certificates a 
stockholder with all the rights and privi- 
leges thereof or simply a creditor? 

(b) May the company lawfully pay divi- 
dends on shares issued as aforesaid ? 

4. May the commissioner under said 

section 70, in any case, lawfully approve a 
certificate or certificates filed with him by 
the company showing that shares of stock 
have been issued to an amount less than 
the amount of the proposed increase, or 
does said section require or permit the 
approval of one certificate and that only 
after all the stock certificates covering the 
full amount of the proposed increase have 
been issued? 
5. May such a company in returning the 
annual statement required by said section 
25 include in the amount of its paid-up 
capital stock, the amount of any stock cer- 
tificates issued by it in connection with 
an increase of its capital stock, prior to 
the commissioner's approval of the com- 
pany’s certificate required by said sec- 
tion 70?” 

After reviewing the provisions of 
the applicable statute as amended in 
1894 the Attorney General points out 
that the question hangs on the inter- 
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pretation of the words “and” and 
“or,” the “or” having been substituted 
for the former during the pracess of 
revision of the statute through the 
previous years—the substitution ap- 
pearing before the description of the 
second manner of making an increase 
in capital stock. 

The portion of the original statute 
bearing on the question said : 


“Such company may issue pro rata to 
its stockholders certificates of any portion 
of its actual net surplus it may decide to 
divide, which shall be deemed to be an in- 
crease of its capital to the amount of such 
certificates, or such company may, at a 
meeting called therefor, vote to increase 
the amount and number of shares of its 
capital stock, and to issue certificates there- 
of when paid in full. If a company shall 
vote to increase its capital in the second 
of the two ways. * * *” 

The opinion then categorically an- 
swers the questions asked as follows: 

“The change of ‘and’ to ‘or’ appears to 
have been made in the enactment in ques- 
tion for the first time by the codification 
of the General Laws. Such a change so 
made would not work a change in the con- 
struction of the law when the legislation 
as to the relation of the two clauses of the 
measure had been clearly shown by earlier 
enactments. There is no reason inherent 
in the subject-matter of the section why 
it should be construed as prohibiting the 
simultaneous use of both means of capital 
stock increase. That being so, and in view 
of the employment of ‘and’ in the earlier 
statutes, I am constrained to say that as 
used in the instant section of the statute 
the word ‘or’ has no disjunctive sense, but 
is employed as though it had the common 
meaning of ‘and.’ 

I therefore answer your first question in 
the affirmative. 

“2. The statute itself recites that ‘in 
whichever mode the increase is made the 
company shall within thirty days after the 
issue of such certificates, submit to the 
commissioner a certificate.’ 

“The language of the statute compels 
an affirmative answer to your second ques- 
tion. 

“3. A holder of a certificate, even be- 
fore the approval of the Commissioner 
given to a proposed incréase in capital 
stock is in the relation of a stockholder to 
the company, and not that of a creditor, 
and I so answer your question 3 (a). 

“The legislature has not made the ap- 
proval of the Commissioner a prerequisite 
to the issuing of certificates, but specially 
designates that such approval is to be given 
after the issue. 

“The purpose of a statute such as this 
is the protection of the public against fraud 
through improper increases in stock or 
through ignorance of the extent of capital 
stock. The purchasers of the certificates 
become stockholders, though if the ap- 
proval of the increase is denied by the 
Commissioner, after such denial their 
status may change and they may then have 
certain rights to recover money paid in, 
as against the company. Prior to such 
event their status is not that of creditors 
but of stockholders. Barrows v. Natchaug 
Silk Co., 72 Conn. 658; Bailey v. Tilling- 
hast, 99 Fed. 801. 

“Inasmuch as the holders of the certifi 
cates for the stock as increased have the 
status of stockholders, they are entitled to 





receive dividends on such shares as they 
hold. If, however, the certificate of the 
Commissioner is later denied as to the in- 
crease of stock, the certificate holder may 
then, as between himself and the company, 
be liable to pay back the amount of such 
dividends, his liability in that respect de- 
pending upon the existence of various 
facts which might differ in various cases. 
Reed v. Boston Machine Co., 141 Mass. 
454; Thompson on Corporations, Vol. 5, 
3661-6. 

I therefore answer your question 3 (b) 
in the affirmative. 

“4. I am of the opinion that the legisla- 
tive intent as evidenced by the language 
used in the instant statute, viewed with re- 
gard to its earlier forms, is to treat each 
increase of capital stock as a single entity, 
though made in either one or in two man- 
ners simultaneously, and to provide for 
only one certificate of approval as to what- 
ever issue as a whole is determined by the 
company to be made as an increase. The 
language of the instant statute: 

“In whichever mode the increase 
is made the company shall, within 
thirty days after the issue of such cer- 
tificates, submit to the commissioner a 
certificate setting forth the proceed- 
ings thereof and the amount of such 
increase, If the commissioner 
finds that the increase is made in con- 
formity to law, he shall endorse his 
approval thereon.” 

“leads inevitably to the conclusion that the 
intent of the legislature was to require a 
single endorsement of approval by the 
Commissioner covering the entire issue of 
increased capital stock as voted by the 
company. 

“5. I answer your fifth question in the 
negative. However matters may stand as 
between holders of certificates of shares 
voted to increase the capital stock and the 
company prior to receiving the approval of 
the Commissioner, such approval is by the 
terms of the statute itself made a prereq- 
uisite to the transaction of business by 
the company itself ‘upon the capital as in- 
creased.’ To include in an official annual 
statement of the amount of paid-up capi- 
tal stock of a company stock certificates 
issued in connection with an increase of 
capital stock is a form of transacting busi- 
ness upon the capital as increased, and one 
calculated to mislead the public for whose 
protection this statute was chiefly enacted, 
if the increase of capital stock has not 
been already approved.” 


In New York Department 


Thomas I. Behan, Acting Super- 
intendent of Insurance, today an- 
nounced the appointment of Charles 
P. Butler as Third Deputy Superin- 
tendent, to be located at the New 
York City office of the Department. 
Mr. Butler has been Counsel to the 
Department since April 15, 1929. 


Grain Dealers’ Advertis- 
ing Chief 


Mr. Walter E. Jackson, a former 
Indianapolis newspaper man, has 


been appointed as advertising mana- 
ger of the Grain Dealers’ Mutual of 
that city. 
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n Observed Type of Damage by Explosions. ; 


Dust Explosions and Fire Prevention 
Accomplishments In Averting Dust Explosion and Fire Explosion of 


T has been very gratifying to fire 
and explosion prevention engi- 
neers to observe the splendid 

interest manifested by firemen in re- 
search studies on explosion and fire 
prevention. This interest has ex- 
tended beyond the actual extinguish- 
ment of fire and has also included the 
acquiring of fundamental knowledge 
regarding the control and prevention 
of explosions and fires. The Inter- 
national Association of Fire Fighters 
for many years has been in the fore- 
ground in this movement and the 
executive officers and personnel of 
the organization have manifested a 
keen interest in the research work 
of the U. S. Department of Agricul- 
ture on dust explosion prevention, 
spontaneous heating and _ ignition, 
farm fire prevention and other lines 
of explosion and fire prevention. 
This interest of the Association in 
these lines of work has been instru- 
mental in arranging for this discus- 
sion of recent accomplishments in 
dust explosion and fire prevention of 
special interest to firemen. 

Economic Importance of Dust Ex- 
plosion Prevention—The results of 
special studies by the Chemical En- 
gineering Division of the Bureau of 
Chemistry and Soils of the United 
States Department of Agriculture 


Interest to Firemen 


By DAVID J. PRICE, 


Principal Engineer in Charge Chemical Engineering 

Division, Bureau of Chemistry and Soils, U. S. 

Department of Agriculture, Washington, D. C. 

From an eddress at tenth convention of the Inter- 

national Association of Fire Fighters, Halifax, 
recently held in Novia Scotia 


show that under favorable conditions 
a dust explosion can occur in any in- 
dustrial plant or manufacturing es- 
tablishment where combustible dust 
is created during operating processes. 

For some time it was generally as- 
sumed that the largest number of dust 
explosions occurred in grain handling 
plants. A recent survey has shown 
that the dust explosion hazard exists 
in a wide range of industries, such 
as pyroxylin lacquers, sulphur crush- 
ing and pulverizing, rubber recovery, 
starch manufacturing, sugar refining, 
wood working plants, cork pulveriz- 
ing, aluminum, zinc and magnesium 
plants, fertilizer plants, spice plants, 
pitch grinding and pulverizing, rosin 
handling, powdered milk plants, choc- 
olate and cocoa plants, celluloid and 
textile plants. 

This survey covers a study of 97 
dust explosions in 15 different lines 
of industries, exclusive of the grain 
handling industries. It is evident that 
these explosions are occurring in new 
lines of industry in which on account 
of increased production, utilization of 


by-products, and introduction of new 
manufacturing processes, dust is pro- 
duced and additional dust explosion 
hazards are created. Many of these 
explosions have occurred in industrial 
plants in the United States and 
Canada. Approximately 28,000 in- 
dustrial plants in the United States 
are subject to the dust explosion 
hazard and should adopt precaution- 
ary measures. These plants employ 
more than 1,325,000 people and 
manufacture products of an annual 
value in excess of ten billions of 
dollars ($10,000,000,000). 

Some Early Dust Explosions —The 
American Miller, a nationally recog- 
nized trade journal of the flour mill- 
ing industry, in the issue of January, 
1889, refers to an explosion of flour 
dust reported in the Memoirs of the 
\cademy of Science of Turin, Italy, 
which occurred in a flour warehouse 
on December 14, 1785. This report 
states that the flour dust was ignited 
by an open flame lamp. In the in- 
vestigation of this explosion evidence 
was secured which indicated that a 
similar explosion occurred in Italy as 
early as 1755. 

One of the earliest explosions of 
any importance in the United States 
occurred in the Washburn Flour 
Mills in Minneapolis, May 2, 1878, 
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in which eighteen lives were lost and 
a number of buildings were de- 
stroyed. An explosion of middlings 
dust is reported to have occurred in 
an Illinois mill as early as 1864. 

On July 9, 1872, a violent explosion 
occurred at the Tradeston Flour Mills 
near Glasgow, Scotland, in which 18 
persons were killed, 16 injured and 
the property damaged to the extent of 
about $350,000. This explosion 
awakened considerable interest in the 
possibility of flour dust explosions. 

“Oatmeal Explosion”—1888. 

The public is always interested 
when a new kind of “mysterious in- 
dustrial explosion” occurs. Unusual 
interest was manifested as the result 
of an explosion in an oatmeal mill in 
Chicago on December 11, 1888. The 
report states that this explosion was 
heard several miles away and “hun- 
dreds of people were awakened, many 
of them thrown from their beds.” 

This explosion provoked consider- 
able discussion in the popular press, 
all centering on the possibility of an 
“oatmeal explosion.” One of the 
Middle West papers seemed much 
concerned over the fact that “this is 
the first time it has been suggested 
that oatmeal has volcanic properties, 
its worst characteristics in the popu- 
lar mind being its disposition to irri- 
tate the skin and set a man to rubbing 
his back against the door jamb.” 


This paper saw some humor, how- 
ever, in this new “oatmeal dust ex- 
plosion” theory, intimating that if it 
was found that “oatmeal” was ex- 
plosive, then a good many mysterious 
disappearances might be accounted 
for. It referred to the disappearance 
of an Ohio town treasurer as follows: 
“He was last seen on his way to the 
village through an open field, soon 
after breakfast. It was supposed 
that he took the cars at another sta- 
tion and has fled to Canada. The 
words ‘soon after breakfast’ may be 
full of significance, and the suspicion 
of the honesty of the man may be 
cruelly unjust. Everyone in Ohio 
eats oatmeal for breakfast and it is 
among the possibilities that this town 
treasurer exploded on his way to town 
and that he did not go to Canada, ex- 
cepting, perhaps, a few pieces of 
him.” 

Similar comment was made by the 
press throughout the country and the 
possibility of a “breakfast food” ex- 
ploding was responsible for many 
humorous newspaper accounts. The 
following is typical: “Until the ques- 
tion is definitely settled whether oat- 
meal is explosive, people should be a 
little more cautious about riding 
down town in a morning street car 
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with any Scotch fellow citizen. No 
man can tell how many bombs are 
walking about the streets filled with 
the dynamic force of an oatmeal 
breakfast. While we are feeling gay 
in fancied security, we may at any 
moment be blown higher than Gilde- 
roy’s kite by a bowl of oatmeal 
mush.” 

One of the Southern papers saw 
alarm in the situation and commented 
as follows: “The explosion of the 
oatmeal mill in Chicago will probably 
cause a decline in the use of that 
hygienic article of food. No man is 
going to risk an explosion in his ab- 
dominal regions simply because a 
doctor tells him that oatmeal is 
healthy.” 

Theory of Dust Explosions —By 
accepting the theory that dust explo- 
sions are similar to gas explosions 
we can get a better understanding of 
the problem. Dusts have definite ig- 
nition temperature, just as gases do, 
and they also have what might be 
termed upper and lower limits of con- 
centration. For instance, methane 
gas (ordinary mine gas) to be ex- 
plosive requires a mixture of 5.5 per 
cent gas and 94.5 per cent air. When 
the mixture contains approximately 
10 per cent of this gas and 90 per 
cent of air the explosion is the most 
violent. When the gas is increased 
to about 15 per cent with 85 per cent 
of air the mixture becomes non- 
explosive and cannot be ignited. 

Some work has been done to de- 
termine the lower limit of concentra- 
tion of various explosive dusts. It 
has been found that for corn starch 
for instance, that .007 oz. (seven one 
thousandths) of an ounce per cubic 
foot of air might be considered the 
lower explosive limit. In other words, 
about 7 ounces per thousand cubic 
feet of air space (a room 10 by 10 
by 10) would form an explosive mix- 
ture. 

Dust Ignition Sources.—Since the 
ignition sources of explosive dusts 
are practically identical with those of 
explosive gases we can readily under- 
stand that anything which will ignite 
explosive gases will also ignite explo- 
sive dust clouds. These possible igni- 
tion sources include matches, open 
flames, electric sparks, fires and simi- 
lar ignition sources. One of the prin- 
cipal factors in the explosibility of a 
dust appears to be the degree of fine- 
ness. It has, therefore, been difficult 
under certain conditions to determine 
when a fire stops and an explosion 
starts. The explosion appears to be 


nothing more than flame propagation 
through a very finely and uniformly 
divided dust cloud. This flame travels 
at a very rapid rate, building up con- 





siderable pressure which produces 
what we ordinarily call the explosion. 

Dust Explosions During Fire Fight- 
ing.—Although many explosions oc- 
cur during the normal operation of 
the plant, there have been a number 
of disastrous explosions during fire 
fighting. In general these may be 
classified as follows: 


1. Dust explosions that have taken 
place when firemen attempted to re- 
move the contents of bins or other 
inclosures. These materials are usual- 
ly in powdered form and can be read- 
ily ignited when they come in contact 
with a flame. 


2. Explosions that have occurred 


after the fire started; in some in- 
stances, after the firemen have been 
fighting the fire for thirty minutes or 
more. The falling of the floor or the 
dropping of the bottom of bins forces 
the dust cloud on to the fire, and an 
explosion results. 

3. Explosions that have been 
caused by a heavy stream of water 
striking a pile of powdered material 
in the plant. The water forces the 
dust on to the flames of the fire, and 
an explosion follows. 

4. Another classification which is 
somewhat different from the three 
already referred to might be consid- 
ered. Some explosions have taken 
place during fire fighting as the re- 
sult of the chemical reaction between 
the water and the dust. In the ap- 
plication of water to hot aluminum 
powder, for example, free hydrogen 
gas is generated and causes an ex- 
plosion. It would appear that when 
dusts of this character are present, 
the use of water in fighting a fire is 
dangerous. 

Other Explosive Substances.—It 
is readily understood that dynamite 
or gasoline or processes in which in- 
flammable oils are used constitute a 
serious danger to firemen. It must 
also be understood that other sub- 
stances such as dusts or chemicals are 
just as hazardous and proper precau- 
tions must be adopted. 

For several years workers in the 
United States Department of Agri- 
culture have been searching for a 
fumigant suitable for use in the treat- 
ment of stored grain. On account of 
fire hazard, excessive cost, ineffective- 
ness, toxicity to man, or deleterious 
effect on grain, the fumigants in gen- 
eral use up to the present time have 
not been entirely satisfactory and the 
operators of grain elevators have had 
to resort to handling the grain in 
order to keep it in condition. 

During the past year a method of 
using ethylene oxide in combination 
with carbon dioxide has been de- 











veloped that appears to be admirably 
adapted for the fumigation of grain 
in elevator bins. There is no fire 
hazard when the fumigant is prop- 
erly applied and the method of appli- 
cation is simple. In addition the 
fumigant has no harmful effects upon 
the milling and baking qualities of 
the grain, leaves no odor, is not ex- 
pensive, can be handled without dan- 
ger to the operator, and when prop- 
erly applied is 100 per cent effective 
against the grain weevil even at win- 
ter temperatures. 

Exposure Hasard.—Firemen often 
have been exposed to dust explosion 
hazard while fighting fires in indus- 
trial plants in which explosive dusts 
are being handled. In fighting a fire 
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nited by a flame in the tank and ex- 
ploded, the firemen were enveloped 
by the flash and seriously burned. 
Four days later six firemen lost their 
lives and six others were severely 
burned while fighting a fire in a wood- 
working plant in the Middle West. 
After the fire in the dust bin had ap- 
parently been extinguished, the fire- 
men opened the bottom of the bin 
and allowed the dust to run out on 
the floor, fifteen feet below. As it 
fell a dust cloud was formed, which 
was ignited by fire that had been 
smoldering in the bin, or by the fire 
from a nearby furnace. The firemen 
were caught in the flames from the 
resulting explosion and received in- 
juries from which six of them died. 





Sometimes the Force of an Explosion Itself Generates Flames. 


of this character in the Middle West, 
eighteen firemen were caught in the 
explosion; four of them were killed 
and fourteen burned seriously. Upon 
investigation it was found that the 
fire had been in progress approxi- 
mately thirty minutes and that when 
the floors under the storage bins 
dropped the dust cloud which was 
ignited by a flame exploded. A simi- 
lar case occurred in a flour mill fire 
in one of the eastern states. 

Two explosions have brought 
forcibly to the attention of those in- 
terested in dust explosion prevention 
work the need of training firemen or 
instructing them in the proper way 
of fighting fires where a dust explo- 
sion hazard exists. While fighting a 
fire in a wood-dust storage tank in 
an eastern wood-working plant, two 
firemen opened the tank to allow the 
dust to flow out. The dust was ig- 


Need for Periodical Inspection of 
Buildings—Some fires, apparently 
extinguished after a few minutes, 
have become disastrous because the 
fire department did not know the 
many flues, vertical openings, open- 
ings in fire-walls, concealed spaces, 
and other avenues for the fire to 
spread. Only close inspection of a 
building will give this important in- 
formation. 

In order that the members of the 
fire department may become ac- 
quainted with the dust hazard some 
provisions should be made for period- 
ical inspection of industrial plants and 
manufacturing establishments.  In- 
spections of this character serve prin- 
cipally three important purposes : 

1. Conditions which may cause or 
help to spread fires are discovered 
and remedied. 

2. liremen 


become thoroughly 
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familiar with the structural condi- 
tions of the buildings and the hazard- 
ous manufacturing processes carried 
on in them. 

3. <A definite knowledge of the 
contents of the buildings and of any 
hazardous products handled and 
manufactured is secured. 

Use of Heavy Stream.—Explo- 
sions have occurred during the fight- 
ing of fires that at the time were diffi- 
cult to understand. In some cases in- 
vestigations have revealed that a 
heavy stream of water striking a pile 
of dust has forced the dust into sus- 
pension where it became ignited by 
the flames from the fire. In one in- 
stance of this kind an explosion, 
which injured several persons, took 
place when a heavy stream of water 
struck a pile of cork dust and forced 
the dust into the fire. 

Precautionary Measures Recom- 
mendcd.—The following precaution- 
ary measures are suggested as pos- 
sible means of dealing with the va- 
rious explosion causes referred to: 

1. Instead of removing immedi- 
ately the contents of bins, in which a 
fire has occurred and is apparently 
extinguished, it would be better to 
flood the bin and thoroughly drench 
the material before undertaking to 
remove the contents. 

2. Plants should be systematically 
inspected by firemen to acquaint them 
with any dust explosion hazards. 
This would prevent’ the unnecessary 
exposure of firemen to dust explo- 
sions. 

3. When wetting explosive dusts 
stored in piles a spray would be pref- 
erable to the heavy pressure from the 
hose. 

Work of Dust Explosion Hazards 
Comanittee—The Dust Explosion 
Hazards Committee of the National 
Fire Protection Association has pre- 
pared safety codes for a number of 
industries in which the dust explosion 
hazard is present. These codes have 
been adopted by the National Board 
of Fire Underwriters and have also 
been approved by the American 
Standards Association. The follow- 
ing codes have been prepared by this 
committee : 

1. Flour and Feed Mills. 


2. Sugar and Cocoa Pulverizing. 

3. Pulverized Fuel Installations. 

4. Terminal Grain Elevators. 

5. Starch Factories. 

6. Coal Pneumatic Cleaning 
Plants. 

7. Wood Flour Manufacturing 


Establishments. 

8. Spice Grinding Plants. 

9. Use of Inert Gas for lire and 
explosion Prevention. 


(Continued on Page 18) 
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An Improved Adjustment 
Service 


F all the sacred white cows which are exhibited 
6) by stock company pundits as modern idols to 

be bowed down to by the insurance public, 
none is more ridiculously bogus than the idea that 
mutual companies have an utter dependence upon 
stock company machinery and stock company meth- 
ods for continuing in business. 

The mutuals are indeed willing to join forces with 
stock organizations where they have interests in 
common. There are certain aspects of mechanistic de- 
tail which common sense dictates should be handled 
by close cooperation. In rate making, for example, the 
public is entitled to have all of the experience of both 
types of carriers merged in order to arrive at figures 
which represent the real basis of cost of insurance 
since it is axiomatic that the greater the spread the 
greater the accuracy and the lower the cost to the 
policy holder, regardless of the type of company car- 
rying the insurance. And as to competition we have 
always stated that there is in the insurance field 
enough business for all if the energies now devoted 
to anti-mutual propaganda were used, instead, for the 
promotion of insurance generally. But certain stock 
interests prefer rather to emulate the comic opera 
revolutionists and march through our commercial 
streets clad in rusty armor, armed with ancient blun- 
derbusses, flaunting false banners and making gutteral 
noises designed to terrify the public. 


A “ <— 
> S » 


UCH exhibitions may be laughed at mostly, until 

they begin to do specific harm to the insurance 
business. One such activity which has finally passed 
the state where it can no longer be tolerated, is the ad- 
justment situation. A good insurance adjuster is an 
asset both to the insurance companies and the as- 
sureds. Honest, capable men, with the technical train- 
ing and the judicial temperament to fairly estimate 
losses, and settle claims, are a necessity to the busi- 
ness world. Adjusting has grown to be a profession 
into which some of the highest grade men in America 
have entered as a life work. 

Now, it is obvious that from an adjuster’s stand- 
point, there should be no difference, so far as his duty 
is concerned, between a stock company risk and a 
mutual risk. The same elements must be considered, 


and decision must be made on the same intelligent 
basis of actual facts found. If an adjuster were not 
told the name of the company to which he was giving 
service, there would be no possible way in which he 
could tell whether the insuring company was a mutual 
or stock company. 

Yet, it has been well established that a subtle in- 
fluence closely allied with stock companies, or their 
agents, has for a long period harassed some adjusters 
so continually that they have been driven to make 
discriminations in service between stock companies 
and mutuals. It is another one of those circumstances 
which seem incredible in the modern civilized com- 
mercial world. 


Would the average business man suspect that in 
these days any group would deliberately seek to coerce 
adjusters in such a way that mutual settlements 
were put in a bad light? Yet, such scandalous con- 
duct has been fostered by competitive interests. A 
considerable number of instances have come to our 
knowledge of where various adjusters have been un- 
reasonably dilatory in getting on the ground in the 
case of mutual losses; of, where proofs of loss were 
not sent to mutuals promptly, for the express pur- 
pose of embarrassing those companies; of where ad- 
justing firms have been threatened with a general 
boycott by stock companies if mutual adjustments 
were handled. 

QS 

ROWING out of this latter threat has come the 

recent announcement that the stock companies, 
wherever possible, will make it a policy to erase from 
their lists the names of adjusters who continue in any 
way to give service to mutuals. Wherein, we ask, 
does this differ, in method, from that of the hoodlum 
racketeer who, by force, levies tribute on a business 
concern. Here for instance is an adjustment organi- 
zation, which by industry and honesty and efficiency, 
has built up a reputation for fair dealing. Then sud- 
denly, because it will not agree to bow down to the 
stock company’s sacred cow, they are cut off from a 
large share of their income. If this is not a bold faced 
intrusion of a commercial dictatorship, it is so near 
it that it has no place in free America. 

The mutuals, however, have long been students of 
stock company methods and for many years have ad- 
vocated the improvement of the adjustment situation 
by forming a higher class service of their own. A few 
mutual companies have counselled holding back be- 
cause of their belief that the stock companies would 
finally cooperate to make adjusting more satisfactory 
to policy holders and companies alike. But the boy- 
cott pronouncement has brought all sections of the 
mutual world together to act as a unit in this matter. 
Indeed, it can be revealed now that a forehanded 
mutual committee has had a checkmate for this latest 
attempted atrocity in process of construction for 
many months. The mutuals are ready to serve their 
policyholders through a rapidly forming adjustment 
bureau of their own, manned by the most expert and 
honorable men in the business and who are in a posi- 
tion to disregard stock company opposition if the 
latter has the effrontery to show its head in their of- 
fices. Thus the mutuals will be enabled to give better 
service, quicker action and more satisfaction in gen- 
eral than ever before. We wonder if the stock com- 
panies contemplated this conclusion to their game of 
bluff, for the immediate effect will be the necessity 
for them to greatly improve their own adjustment 

(Continued on Page 30) 
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Life-Lights Against A Business Background 


Considering Our Inheritance 


HE lunch hour Pessimist made 
the suggestion. It was the climax 
of weeks of gloating over the 
business 


recession, unemployment, 
stock-market reverses and similar 
melancholy topics. The Pessimist 


was full of regrets and forebodings. 

He had taken the edge off every ap- 
petite at the table, except his own. 
He seemed, for himself, to thrive on 
misery. There are stich persons ; 
never so happy as when they profess 
to be wretched, never so content as 
when they find everywhere occasion 
for dissatisfaction. Presumably the 
good Lord lets them live because they 
furnish means for testing the courage 
and patience of the rest of us. 


The Pessimist looked up cheerfully 
from his pork chop and apple sauce 
with the remark: 


“Well, I guess the President might 
just as well omit his Thanksgiving 
proclamation this year. He has noth- 
ing to put in it by way of reason. He 
can’t even be thankful for the way 
the election went.” 

I saw his neighbor fingering his 
knife and feared a tragedy; but he 
restrained a natural inclination. 

A little man who sat opposite the 
Pessimist lifted his eyes: from his 
bowl of crackers and milk. He wasa 
quiet little man, who seldom took any 
part in the discussions that made the 
noon hour lively—a good listener. | 
happened to know that things had 
gone rather badly with his business 
of late. He had cut out the cream in 
the half-and-half which he had been 
accustomed to take with his crackers. 
He said it was not agreeing with him. 
I wondered if the fact that it saved 
him a dime on his lunch bill had 
anything to do with it. 

He looked steadily at the Pessimist, 


and I noticed his face was a little 
flushed. Then he spoke: 
“Don’t you think we have had 


about enough of that kind of talk?” 


he remarked. 


HE table listened. The Pessimist 
raised a surprised glance. If the 
little man had reached across the 
table and tweaked his nose he could 
scarcely have been more startled. 
“T say we have had about enough 
of that talk,”” repeated the little man, 
changing his question to assertion. 


“Oh, ye-ah,” replied the Pessimist, 


with the intonation which a current 
fad of utterance has made familiar. 





By S. J. DUNCAN-CLARK 


“Oh, yes,” countered the little 
man, with snappy emphasis. “I am 
sick and tired of your ceaseless chat- 
ter about hard times and business 
failures, and,’—he gazed about the 
table—“I think my neighbors here 
feel the same way. If you can’t 
change your tune you had better not 
sing.” 

A silent chorus of approving smiles 
greeted this dictum. It was the Pes- 
simist’s turn to flush. 

“Ts that so,” he answered. “I sup- 
pose you have a lot to be thankful 
for.” There was a sneer in the voice, 
and the eyes of the speaker ran over 
what was visible of the little man. I 
noticed for the first time that he 
looked rather shabby—neat, but worn. 

He broke another cracker into his 
milk before speaking again. His tone 
was less challenging when the words 
came, but no less firm. 

“As compared with some people— 
Yes,” he said slowly. “I have, for 
example, reason to be thankful for a 
contented disposition; for a memory 
that, in a bad year, can recall many 
a good year, and for a vision that can 
see beyond the present moment to 
better times ahead. I have reason to 
be thankful for my inheritance as 
an American, chief treasure of which 


‘ I count my faith in the capacity of the 


American people to overcome any 
obstacles, and, by co-operation, to 
convert a passing adversity into a 
permanent advantage. 
DOOD 

AST night I was reading Wil- 

liam Bradford’s ‘History of the 
Plymouth Plantation.’ It is a stirring 
story of difficulties surmounted, ot 
hardships bravely faced, of losses 
transmuted into gains. And thru that 
story runs the major chord of faith in 
God and the spirit of thanksgiving. 
The adventuring Pilgrims who set sail 
in a frail craft on an uncharted sea to 
create a home for freedom of con- 
science on the inhospitable shores of 
the new world did not achieve their 
goal by cultivating the sort of outlook 
which my friend across the table has 
tried to develop in this group. 

“Those Pilgrims drew a compact. 
‘By these presents solemnly and mu- 
tually, in the presence of God, and 
one of another, we covenant and com- 
bine ourselves into a civill body poli- 
tick, for our better ordering and 
preservation,’ they wrote, and that 


Mayflower compact in its spirit and 
terms forecast the American nation. 
It is the essence of those elements 
which enter into American achieve- 
ment. As long as we remain true to 
it in substance there will be neither 
room nor reason for pessimists in the 
United States. To that compact 
Bradford and his companions sub- 
scribed their names on November 11, 
1620. 

“T am thankful because there is 
everywhere evidence that we are try- 
ing as a people to live up to that com- 
pact in the present emergency. That 
is why I grow impatient when a man 
at this table sounds a contrary note. 
To be a pessimist in America one 
must forget the past and shut one’s 
eyes to the future. 

“Why, even the politicians are giv- 
ing us occasion for thankfulness. 
They have pledged common cause, ir- 
respective of party, to the service of 
their country. They are going to for- 
get that they are Democrats and Re- 
publicans, and remember only that 
they are Americans—inheritors of the 
spirit and ideals of a great ancestry. 

“A decade followed the signing of 

the Mayflower pact. It was filled 
with trouble and arduous labor. Sick- 
ness, hunger, death at the hands of 
the Indians—these things were the 
common lot of the plantation. But 
the work went steadily on. The 
trees were felled, the land was cleared 
and rudely cultivated. At last there 
came a harvest—not an abundant 
harvest by any means; a scant and in- 
sufficient harvest. But it was a 
promise of reward for toil and long 
waiting. 
“In 1621 William Bradford was 
governor of the colony. When the 
slim returns from the planted fields 
had been gathered he called the colo- 
nists together and held a solemn feast 
of Thanksgiving. There was sincere 
gratitude and real faith in that first 
festival. I am thankful because the 
God Whom those Pilgrims praised 
has been good to America beyond all 
thanking. I am thankful because de- 
spite the cynicism and the pessimism 
and the smart-aleck unbelief of some 
modern folks I still have faith in God, 
and faith in the great nation that was 
born in the spirit of prayer and 
thankfulness. And I repeat that we 
have had enough talk of the kind my 
friend across the table is so ready to 
engage in—more than enough.” 

Somebody at the end of the table 
said “Amen!” 
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Dust Explosion 


(Continued from Page 15) 


These safety codes have been very 
helpful in bringing about the applica- 
tion of precautionary measures which 
have been instrumental in reducing 
losses from dust explosions and fires. 

Cooperation with U. S. Depart- 
ment of Agriculture—The United 
States Department of Agriculture is 
desirous of cooperating with firemen 
in the application of measures for 
the prevention of dust explosions 
during fire fighting. The department 
will be glad to render any assistance 
in connection with this matter and ex- 
tends a cordial invitation to you to 
communicate at any time with the 
engineers in the Bureau of Chemistry 
and Soils in connection with any 
problems relating to dust explosions. 
We are very glad to have had an op- 
portunity to discuss the subject at 
this meeting and hope this address 
will be helpful in reducing loss of life 
and property from dust explosions 
and resulting fires. 


William K. Fletcher 
Added to Excess 
Underwriters, Inc. Staff 


Announcement has recently been 
made by J. P. Gibson, Jr., manager 
of Excess Underwriters, Inc., of 75 
Fulton street, New York City, of the 
appointment of William K. Fletcher 
as assistant manager. Mr. Fletcher 
has had a notable experience of over 
fourteen years in the underwriting 
and production of all casualty lines to 
qualify him for this position. Sub- 
sequently to having been counterman 
and chief underwriter, respectively, 
in the New York offices of the Royal 
Indemnity and U. S. F. & G., he was 
made superintendent of the liability 
department of the New York In- 
demnity and until a short time ago 
was manager of the casualty depart- 
ment of the Franklin Surety. 


Excess Underwriters, Inc., was 
formerly the Henry W. Ives & Com- 
pany, which organization for a long 
period has specialized in excess and 
reinsurance problems. Excess Un- 
derwriters, Inc., is the underwriting 
manager for the Security Mutual 
Casualty Company of Chicago, III. 


For the Unemployed 


The item printed last month con- 
cerning the employees of the Millers 
National Insurance Company uniting 
to contribute to a fund for the relief 
of distress, due to unemployment, has 


JoURNAL OF AMERICAN INSURANCE 


a pleasing item this 


month. 


companion 


The matter was at once energet- 
ically taken in hand by the appoint- 
ment of committees to work out 
methods of procedure and to canvass 
for pledges to be paid semi-monthly 
until spring, if the necessity continues 
that long. 

The total amount pledged, accord- 
ing to the company’s report, aggre- 
gates a monthly contribution of 
$163.00. This will be devoted, as far 
as required, to the relief of cases per- 
sonally known to or brought to the 
attention of the committee in charge, 
by members of our force. Should 
there be a remainder, it will be ten- 
dered to some thoroughly responsible 
public charity to place where it will 
do the most good. 


Illinois Ruling 


(Continued from Page 8) 


the same statute, it is presumed to have 
the same meaning in all parts of said 
statute. The words ‘kind’ and ‘risk’ as 
used under Sub-section 9, of Section 9 
must each have the same meaning that it 
has in the previous sub-sections of Sec- 


tion 9. It would follow then that the 
mutual company authorized to do an auto- 
mobile insurance business under Sub- 


section 4 of Section 7 is required to hold 
admitted assets for this automobile in- 
surance equal to at least five times the 
maximum risk assumed.” 

“It is my opinion, therefore, that the 
company issuing a policy as set forth in 
the example in your letter would be re- 
quired to have admitted assets at least in 
the sum of $25,000 and would not be re- 
quired to have the minimum admitted as- 
sets of $45,000.” 


Toll From Banks 


(Continued from Page 7) 


try was accustomed before it became 
a criminals’ paradise. The police 
forces must also be improved and 
extended beyond the obsolete systems 
of guardian protection, if they are to 
match strides with present day crooks 
and their facilities for surprise at- 
tack and speedy escape. We are en- 
titled to adequate and more efficient 
police power, equipped with modern 
arms and other devices such as radio, 
to give the police an even chance with 
the underworld. Statewide police 
forces should also be extended be- 
yond the Eastern States where they 
have operated successfully for many 
years. Last year there were twenty 
bank holdups in seven eastern states 
with statewide police protection, as 
compared with one hundred and 


sixty-four similar attacks upon banks 
in five central and far western states 
where they are denied the advantages 





of speedy, co-ordinated action of 
statewide police. These figures speak 
for themselves, but anybody who 
questions the merits of state police 
should be converted by the fact that 
these trained organizations of picked 
officers invariably produce an oper- 
ating profit to the state. 

There is, of course, much more to 
be done toward suppression of crime, 
but these two defects in law enforce- 
ment stand out as two of the major 
outside causes underlying crime. 
Their correction need wait no longer 
upon more surveys or reports that 
embrace an endless number of other 
contributing causes. 


With its unusual strength in or- 
ganization, local, state and national, 
the banking fraternity has the ma- 
chinery for carrying out this pro- 
gram. 


Michigan Mutual 
Entertains Industrial 
Nurses 


On Thursday and Friday, No- 
vember 13th and 14th, the Michi- 
gan Mutual Liability Company of 
Detroit, entertained fifty nurses 
from Michigan’s larger industrial 
concerns, the occasion being their 
annual nurses’ convention. 

The all-day sessions held at the 
company’s Industrial Hospital on 
Jefferson Avenue, Detroit, were 
devoted to clinical lectures by 
members of the hospital staff and 
Safety Department, the study of 
new first aid methods and a very 
helpful exchange of ideas and pro- 
cedure. 

The group consisted of 33 De- 
troit Industrial nurses and 17 from 
other Michigan cities. 

Banquets and a theatre party 
were a part of the two-day pro- 
gram. 

Among the guests were Mrs. J. 
N. Downey of Detroit, Mr. Paxton 
Mendelssohn of the Associated In- 
ternational Police and Fire Sur- 
geons and Dr. Frank A. Poole of 
the State Department of Health. 

The hosts to the convention were 
H. N. Torrey, M.D., Surgical Di- 
rector; President P. W. A. Fitz- 
simmons, Vice Pres.; Clarence 
Hatch, and Sec.-Treas. Walter E. 
Otto of the Michigan Mutual Lia- 
bility Company. 


Hoey 


No Rest for the Wicked 
Disappointed Convict (back on the rock 
pile after several years)—‘‘T’aint altered a 
bit, ‘as it? I thought after all these years 
they’d have introduced some labor-saving 
devices.’—London Opinion. 
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Federation Convention In Chicago 


Fire Group Holds Three Day Session Which Is Largely Attended and 
Productive of Much General Benefit to the Mutual Business 


EPRESENTATIVES of com- 
R panies affiliated with the Fed- 

eration of Mutual Fire Insur- 
ance Companies held a convention at 
the Edgewater Beach Hotel in Chi- 
cago on October 27, 28 and 29th. 
Nearly a hundred were present, and 
listened to speeches and engaged in 
round table discussions which brought 
out encouraging information from 
many mutual fields. 

Most of the sessions were of a con- 
fidential nature and closed to the pub- 
lic since in general the business 
transacted had to do with practical 
problems of administration. Among 
others addresses were made on the 
Non-Assessable Policy by Glen 
Walker; the Investment Policy of 
Insurance Companies by Robert 
Wiese; the Rating Situation in the 
United States by M. D. L. Rhodes, 
H. B. Carson and Robert A. Bar- 
bour; Acceptance of Mutual Poli- 
cies as Collateral Security by Bur- 
ton S. Flagg; Report of Advertis- 
ing Committee by J. J. Fitzgerald. 

Opening the series of meetings and 
defining the problems to be consid- 
ered was an address by President 
James S. Kemper, who packed a great 
deal of solid thinking into his mes- 
sage, excerpts from which are quoted 
below. Mr. Kemper at the banquet 
on the evening of the 29th introduced 
a new feature, in cancelling all purely 
entertainment items, and devoting the 
time to an estimate of business condi- 
tions in the several parts of the coun- 
try represented by the delegates. 

While no one was extremely en- 
thusiastic about present trade, there 
were various locations reported as al- 
most normal, these being mostly in 
the south and west. There was no 
pessimism, although on the other hand 
no disposition to overlook bad con- 
ditions where it was apparent that 
they existed. The heartening thing 
about these banquet talks was the al- 
most universal good news that the 
mutual insurance business itself was 
little affected by the current depres- 
sion. In fact in some quarters there 
have been exceptional increases, all 
indicating that in times of trouble 
people are turning more and more to 
the mutuals for the solution of the 
problem of securing the soundest and 
most economical insurance. 

High lights in Mr. Kemper’s speech 
as referred to above were: 


During the period of the life of the 
Federation we have seen mutual in- 
surance grow from a factor too often 
overlooked in the economic life of 
the nation to a recognized influence 
of strength and character. And right 
here I should like to challenge the 
method usually employed by competi- 
tors and others when they measure 
our relative importance in the fire in- 
surance field by the amount of our 
annual premium income. It seems to 
me that this is typical of much of the 
opposition we have had, which to say 
the most has been one of half truths. 

“The basis of comparison, if com- 
parison should be made on the volume 
of business transacted, should prop- 
erly be on the amount at risk, the total 
indemnity and protection afforded to 
property. On that basis the last avail- 
able information indicates that mu- 
tual fire insurance is protecting more 
than 40 percent of the insured prop- 
erty in America. 

When it is considered that this 40 
per cent of protection is afforded for 
10 or 11 or 12 percent of the total 
amount paid for insurance we have, 
it seems to me, as fine a testimonial to 
the economy of mutual fire insurance 
as could well be asked. 


QoS 


“ URING the early period of rate 

making in this country many 
companies, non-mutual as well as 
mutual, did not subscribe to the rate 
making machinery. At that time rate 
making to a large degree was handled 
by local boards. The method applied 
was extremely crude and in many 
cases amounted merely to the rate 
makers’ estimate of what the prop- 
erty owner could and would pay. 
That, too, was in the day when fire 
prevention was looked upon in many 
quarters as an undesirable thing. It 
was not so long ago, 1911 to be exact, 
that leading officers of non-mutual 
fire insurance companies testifying 
before an investigating committee ap- 
pointed by the Illinois legislature un- 
hesitatingly affirmed that fires were 
from their standpoint a desirable 
thing and contributed favorably to 
the growth and development of the 
fire insurance business. At that very 
time mutual companies, the Factory 
Group in New England, the Lumber 
group in their field, and the Flour 
Mill Mutuals in theirs, were preach- 


ing fire prevention as a national eco- 
nomic obligation and as a proper in- 
dividual attitude and were rewarding 
the property owner who subscribed to 
this program through a substantially 
reduced insurance cost. 
“That mutual leadership in fire pre- 
vention, absolutely sound and en- 
dorsed without qualification by the 
experience of the years, has now so 
permeated the business that no in- 
surance company official would think 
of challenging this very important 
function of fire insurance. 
“Probably no better evidence of the 
complete conversion of insurance and 
business to the practicability of fire 
prevention can be cited than the co- 
operation of all insurance with or- 
ganized business under the auspices 
of the Chamber of Commerce of the 
United States through what is known 
as the Fire Waste Council and the 
Inter-Chamber Fire Waste Contest. 
There, without challenge and without 
question as to its desirability and effi- 
cacy, full cooperation is given in this 
notable effort to reduce the national 


ash heap. 
DOD 


6s—T) EFERENCE has been made to 

mutual participation in rate 
making. I think it is fair to say that 
lack of confidence in rate making 
methods and particularly of failure 
of rating organizations to properly 
recognize fire preventive measures 
were in a large degree responsible for 
lack of mutual cooperation in making 
rates where such lack of cooperation 
existed. With the adoption of more 
scientific and presumably more im- 
partial methods of rate making mu- 
tual cooperation and support of 
rate making organizations has been 
prompt and whole-hearted, measuring 
up fully in this respect to the co- 
operation of non-mutual companies. 
Strangely enough, we have had in 
some quarters the combination of 
non-mutual opposition to our mem- 
bership in rate making organizations, 
and at the same time use of our non- 
affiliation as a competitive argument 
on the ground that we were using in 
some cases rates toward the prepara- 
tion of which we did not contribute. 
This argument, of course, is absurd 
and furthermore it could not apply 
at all to at least three large mutual 
groups which have always made their 
own rates under their own rating 
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plans, independent of carriers of any 
other type. But it is an argument that 
is made nevertheless and, without ex- 
planation as to the facts, is some- 
times effective. 

“All of the recent legislation on the 
subject of rate making and particu- 
larly the most recent legislation in 
New York recognizes as a basic prin- 
ciple the right of every carrier to 
subscribe to and receive the rates of 
the rate making organization of its 
choice. In my judgment, any organi- 
zation having control of rate making 
machinery acts most unwisely when 
it attempts to deny membership and 
rating information to a company will- 
ing to pay its share of the rate mak- 
ing expense, and I am not at all sure 
that those few organizations which 
still persist in this attitude may not 
be acting in contravention of law. 

This does not mean that there is 
not need in this situation for con- 
certed and aggressive action on our 
part. On the contrary I am inclined 
to think that in the past we have 
taken too much of a defensive posi- 
tion. Certainly, as representatives 
of the public and committed as we are 
to the fundamental mutual theory of 
equity, there is placed upon us the re- 
sponsibility for exposing and de- 
nouncing unfair discriminations in 
rates and forms of coverage as we 
know them to exist. 

OOS 


66 HERE was a time when we 

heard a grea deal about sales 
resistance encountered as a result of 
the assessment liability feature of our 
policies. Increasingly, our policy- 
holders and the public generally are 
viewing this feature of our policies 
either as of no importance because 
of our strong financial position or as 
an anchor to windward against the 
day when all insurance surpluses shall 
have been exhausted through a suc- 
cession of conflagrations or other ca- 
tastrophes. 


“Occasionally in our own business 
we find some objection on the part 
of large property owners in particu- 
lar to the acceptance of a mutual pol- 
icy without an assessment liability. 
The invariable explanation in cases 
of this kind is that the assessment 
feature makes assurance doubly sure 
and so they prefer not to have it 
eliminated. 

DS 

a the year that has passed since 

our last annual meeting we have 
witnessed an unusual business and 
economic condition. It was only a 
year ago that we had our stock market 
collapse, an event that was inevitable 
and that yet seemed to be indefinitely 
postponed. Mutual insurance has 
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passed successfully through every 
previous period of business depres- 
sion just as it has passed successfully 
through every other test to which the 
insurance structure has been sub- 
jected. Our last experience was in 
1921 when we had I think a most re- 
markable demonstration of the char- 
acter and standing of mutual policy- 
holders. 

“It so happened that at the time we 
were in a position to closely observe 
the effect of the business depression 
upon automobile owners insured by 
mutual and by non-mutual com- 
panies. I don’t suppose a better test 
of the moral fiber of a policy-holder 
could be devised, at least on a large 
scale, than that of a combination of 
hard times, unemployment, a rapidly 
depreciating automobile and _ over- 
insurance. As most of you will re- 
call we had at that time not only over- 
insurance but the so-called valued 
policy under which the company 
agreed in advance as to the insurable 
value of the car and the amount that 
would be paid in case of loss. All of 
the factors in the situation contrib- 
uted to an increased moral hazard and 
a higher loss ratio, and without excep- 
tion I believe all companies doing any 
volume did show an increased ratio. 
The remarkable thing about this in- 
crease was that while the non-mutual 
companies sustained a loss ratio far 
in excess of their previous experience 
with a resulting substantial loss on 
operations, the loss ratio of the mu- 
tual companies was only slightly in- 
creased and so far as I can find did 
not result in a single case in a reduc- 
tion in dividend or in a depletion of 
surplus. That experience, perhaps 
the most recent demonstration of the 
effectiveness of the mutual principles 
of selection and education should be 
reassuring to us in the situation in 
which we now find ourselves. 


6s” THERE is among us entirely too 
much of indifference and apathy 
toward our whole problem of govern- 
ment—national, state and local. The 
time is certain to come when a con- 
tinuance of our attitude will penalize 
us much more heavily than it has in 
the past. 
I hope you will not think from what 
I have said that I am pessimistic as 
to the future of America. I am not. 
On the contrary I think that our citi- 
zenship has the intelligence and the 
initiative to clearly appreciate the 
problems and take the steps neces- 
sary to meet them. But this will not 
be done unless you and I, as individ- 
uals and in our sphere of social and 
business influence, take it upon our- 
selves to do our part in advocating 





and supporting the principles we 
know to be sound. 


SS 


“6 EVIEWING the business as a 
whole we find that fire losses 
for the first nine months of the year 
showed increase of 814 percent over 
the same months last year. Fire in- 
surance premiums for the same pe- 
riod show a reduction of over 10 per- 
cent from the same period a year ago. 
“All of these things have operated 
to reduce the margin between our in- 
come and outgo and yet in spite of 
these handicaps the principle of mu- 
tual insurance has so been presented 
to and accepted by property owners 
not heretofore enjoying its benefits 
that we are able to report for the 
Federation companies increases both 
in the amount of property insured and 
in premium income. 

“Twenty-four representative Fed- 
eration companies report for the first 
nine months of this year a gain in in- 
surance written of $510,830,314.00. 
The same companies for the first nine 
months of 1930 show a premium in- 
come of $35,764,069.56 as compared 
with $34,468,921.46 in 1929, an in- 
crease of $1,275,148.10 or 3.62 per- 
cent. Certainly this record should be 
reassuring to our executives in the of- 
fice and our producers in the field, as 
well as to the policyholders who in the 
last analysis own and control our mu- 
tual insurance companies. 

I was very much interested to read 
in the financial column of one of our 
daily papers recently a list of Ameri- 
can corporations eligible for member- 
ship in a hypothetical “Billion Dol- 
lar Club.” 

“Twenty-four American corpora- 
tions now have assets in excess of one 
billion dollars. Heading the list with 
the largest amount of assets is the 
Metropolitan Life Insurance Com- 
pany, a mutual organization and so 
designated in the schedule. Three 
other insurance companies are in- 
cluded in the total list of twenty-four 
and all of them are mutuals. It 
seems to me that in this record and in 
this standing of mutual life insurance 
we have added assurance of the 
fundamental soundness of the mu- 
tual principle, an additional evidence, 
if we need it, that in our own field 
of mutual fire insurance we are oper- 
ating on the right principle. 


“Mutual fire insurance, it seems to 
me, stands at the threshold of its 
opportunity. Time and again im- 
partial studies of the situation have 
developed beyond reasonable chal- 
lenge that it is not only the most 
economical but the most stable and 


(Continued on Page 30) 
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Safety Responsibility Law Tested in California Court 
Adverse Decision Calls for Action to Carry Case to Higher Tribunal 


N September 12th, 1930, the 
District Court of Appeals, 
Second Appellate District of 

the State of California, rendered a 
decision in a writ of habeas corpus 
proceeding, then pending before it, 
to the effect that the section of the 
California Safety Responsibility 
Law providing for suspension of 
the operator’s license and owner’s 
certificates of any person who failed 
to satisfy a judgment arising from 
the improper use of such person’s 
automobile, was unconstitutional. 


Following the publication of this 
decision a storm of protest has 
arisen from counsel all over the 
United States attacking the sound- 
ness of the California Court’s rea- 
soning. Inasmuch as this particular 
section of the California statute 
follows closely the language of the 
American Automobile Association’s 
model bill, and also the New York 
State Act, the final disposition of 
the case will be of real interest to 
advocates of Safety Responsibility 
Legislation. 

In the case in question the de- 
fendant had been arrested for driv- 
ing an automobile after his license 
had been suspended under fhis “un- 
satisfied judgment” provision. The 
judgment itself arose from an acci- 
dent which occurred after the law 
was in effect. In the lower court 
defendant was found guilty of driv- 
ing while his license was so sus- 
pended, and was sent to jail. His 
attorneys then made application for 
the writ on the grounds that the 
conviction was illegal because this 
section of the Safety Responsibility 
Law was unconstitutional. 


«A <N,< 


x ts E decision sustained this 
contention on the ground that 
this section of the law did not 
create a “natural classification.” 
The Court states that the law vir- 
tually says, “If you have the abil- 
ity to and do pay judgments ren- 
dered against you, you may drive 
your automobile no matter how 
negligent.” It goes on to state that 
in the same breath the section also 
says, “Because you can not pay 
your judgment you can not drive 
your automobile.” It contends that 
an undue premium is put upon the 
means to satisfy a judgment rather 
than upon the ability or care with 
which a person drives his motor 
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vehicle, and that a person of means 
is given a distinct advantage which 
has no connection with his ability 
to drive and deprives another per- 
son because of his lack of means, 
thus discriminating against him. It 
then concludes that the provision is 
discriminatory and unreasonable 
and “is the taking of property with- 
out due process of law.” 

The following summarizes the 
mass of objections, comments and 
discussions which have developed 





While Men Argue the Accidents Go On 


since the decision was published. 
When it is realized that more than 
one-third of the motor vehicle own- 
ers of the United States and more 
than one-half of those in Canada 
are now operating under one or 
more of the cardinal principles of 
the A. A. A. Safety Responsibility 
3ill, the importance of a complete 
understanding of each of such prin- 
ciples can not be minimized. 

The main purpose of the law is 
to reduce the huge economic loss 
sustained by the public annually as 
a result of uncompensated motor 
vehicle accidents. It attempts to do 
this in two ways, First, by reduc- 
ing the number of accidents, and 
Second, by forcing motorists to pay 
judgments recovered against them 
as a result of their careless driving. 


The provision in question was 
framed with the deliberate thought 
that every man values his privilege 
of driving, and will expend every 
effort to retain that privilege. If he 
is financially irresponsible and 
knows that failure to pay a judg- 
ment recovered against him as a 
result of his carelessness will de- 
prive him of his license, it seems 
fair to assume that he will drive 
carefully in order to avoid acci- 
dents, and that he will also further 
secure himself against the possibil- 
ity of losing his license by furnish- 
ing evidence of financial responsi- 
bility either by taking out insur- 
ance or by one of the other methods 
provided for in the law. 

OO 

HEN the California Court 

represented the law as saying, 
“Drive as carelessly as you please 
so long as you can and do pay for 
any damage you may cause,” it en- 
tirely disregards other criminal 
statutes which are in force to pre- 
vent any such presumption being 
drawn. It would be much more 
correct paraphrasing to quote the 
law as saying, “Drive carefully in 
order to avoid accidents for which 
you cannot or do not pay lest you 
be forever barred from the use of 
the road.” It is true that the poor 
man who has a judgment recovered 
against him, which he cannot pay, 
arising from his negligent operation 
of a motor vehicle, may be barred 
trom the use ot the road and hence 
from a possible means ot earning 
a livelihood. Nevertheless, the law 
affects all persons who do not 
pay such judgments in the same 
manner. , 


In application, of course, the 
stringency of the law is felt more 
by the poor man, but this is true of 
a great many laws. A person may 
be fined for a minor infraction of 
criminal laws and being unable to 
pay the fine may be forced to work 
the same out in jail while a rich 
man may have committed a much 
more serious offense, be punished 
by a much larger fine and yet pay 
the same without being inconven- 
ienced in the slightest. Neverthe- 
less, these laws are constitutional. 

Of course, the real question 
which arises is whether the classi- 
fication is a proper one. It is con- 
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tended by the proponents of the 
law that there can be no reason 
why the State Legislature in the 
exercise of a wise discretion, and 
for the purpose of reducing the 
great economic waste sustained by 
the public generally from non-com- 
pensated motor vehicle accidents, 
could not include in that class those 
operators who are directly respon- 
sible for the same. 


It is the old question of the great- 
est good for the greatest number. 
Certainly, the economic loss sus- 
tained by those persons who lose 
their means of earning a livelihood 
as a result of the suspension of 
their driving license must be slight 
in proportion to the loss sustained 
by the community as a whole from 
the death or serious injury of its 
members. And, of course, the for- 
mer class is much less deserving 
of consideration than the latter for 
the former need only to purchase 
insurance to prevent the situation 
from arising, while the latter un- 
der our Rules of Jurisprudence gov- 
erning negligence actions must be 
blameless before they can recover 
a judgment. 

QOD 

HE law is well settled in most 

jurisdictions to the effect that 
courts are reluctant to declare un- 
constitutional a law treating with 
a question of public policy where 
there is any reasonable basis to sus- 
tain the judgment of the legislature 
that such a law is necessary. Cer- 
tainly, this law deals with a ques- 
tion of public policy. There can be 
no question that the loss sustained 
by the public from this source is 
enormous. When the decision bases 
its reasoning on the premise that 
people fail to pay judgments 
against them because of inability 
to do so, it completely overlooks 
the fact that many people deliber- 
ately make themselves judgment 
proof so that they cannot be forced 
to pay. The Legislature had the 
right, and presumably did take this 
fact into consideration and drew 
the line where it should be placed, 
not by attempting to distinguish 
between reasons for failing to pay 
judgments but by treating as one 
class all persons who fail to pay the 
same. 

The decision concedes that a law 
requiring every motor vehicle own- 
er or operator to carry insurance 
would be constitutional. And yet, 
the law under discussion is in no 
respect nearly as hard on the poor 
man so long as he drives carefully 
(which is a reasonable require- 
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ment) as compulsory insurance, 
where the increased rates which are 
bound to occur must be borne by 
the poor man irrespective of his fit- 
ness as a driver. 


Sentiment against the decision 
has not been confined to discussion. 
Briefs of the law of various juris- 
dictions throughout the United 
States have been prepared and ad- 
vanced for the purpose of aiding 
its proponents. 


Public and private organizations 
are rendering their active co-opera- 
tion and definite legal steps are be- 
ing taken to carry the question to 
the Court of Last Resort if neces- 
sary to secure a favorable ruling 
thereon. It is to be hoped that these 
constructive measures will not be 
without avail. The decision in ques- 
tion is reproduced in full below. 


SuPREME Court oF CALIFORNIA, 
Decided September 12, 1930. 
In the matter of the application of Lester 


Thomas Lindley for a writ of habeas 
corpus. 


Application for writ of habeas corpus 
prayed to be directed to the Chief of Po- 
lice of the City of Los Angeles to secure 
release of petitioner from custody on the 
ground of conviction of violation of Sec- 
tion 73, paragraph (g), of the California 
Vehicle Act. Petition discharged. 


For Petitioner, Howard T. Mitchell; 
for Respondent, Lloyd S. Nix, City Prose- 
cutor; Joe W. Matherly, and F. W. Fel- 
lows, Deputy City Prosecutors. 


Schmidt J. Protem, Petitioner, Lester 
Thomas Lindley, in his amended petition 
for a writ of habeas corpus, sets forth 
that during the month of February, 1929, 
the California Vehicle Act as amended in 
1927 was in full force and effect; that 
upon February 16, 1929, the petitioner was 
unfortunate in having an accident with his 
automobile resulting in one Julia Chavez 
filing an action in the superior court of 
the state of California, in and for Los 
Angeles county, against said petitioner for 
damages, which judgment became final on 
November 26, 1929; that said judgment 
has not been satisfied and still remains un- 
satisfied; that upon April 11, 1930, the 
division of motor vehicles of the state of 
California, by reason of the provision of 
section 73, paragraph (g) of the Califor- 
nia Vehicle Act (Deering’s Gen. Laws, 
1929, page 3451), suspended petitioner’s 
license to operate a motor vehicle in this 
state, which order of suspension or revo- 
cation of petitioner’s license was based 
solely upon the alleged violation of said 
paragraph (g) and not upon any other 
ground; that upon the 30th day of April, 
1930, after said license had been revoked, 
petitioner drove an automobile upon a 
public highway in the city of Los Angeles, 
whereupon he was arrested and complaint 
issued pursuant to section 74 of the same 
act, and was tried by the municipal court 
for driving a car without a driver’s li- 
cense, the complaint filed in the municipal 
court setting forth in addition to the charge 
“after his chauffeur’s license had been 
suspended and revoked and while his li- 
cense remained suspended by reason of 





his failure to pay a final judgment within 
fifteen (15) days” as provided by said 
paragraph (g). At the trial all of the 
facts were stipulated to. The judge of 
the municipal court found the defendant 
guilty and imposed judgment of a fine of 
$15 or three days in jail. Petitioner being 
unable to pay the fine was thereupon com- 
mitted to the city jail of the city of Los 
Angeles. 

Petitioner claims that his conviction is 
illegal for the reason that said paragraph 
(gz) is unconstitutional. 

SSS 


T is a fundamental rule of constitu- 

tional law that the matter of classifi- 
cation is in the first instance one for the 
legislative body, and in the second instance, 
a question of law for the courts as to 
whether the classification is a natural’ one. 
In subdivisions 1, 2 and 3 under subdi- 
vision (a) of section 73 of the California 
Vehicle Act certain provisions are made 
whereby licenses to drive will be revoked. 
Each of these three classifications concern 
the operation of the motor vehicle and 
therefore are natural classifications. Sub- 
division (g) provides that “The opera- 
tor’s or chauffeur’s license and all of the 
registration certificates, of any person, in 
the event of his failure to satisfy every 
judgment within fifteen days from the time 
it shall have become final, rendered against 
him by a court of competent jurisdiction 
in this or any other state, or in a district 
court of the United States, for damages 
on account of personal injury, or damages 
to property in excess of one hundred dol- 
lars, resulting from the ownership or oper- 
ation of a motor vehicle by him, his agent, 
or any other person with the express or 
implied consent of the owner, shall be 
forthwith suspended by the chief of the 
division of motor vehicles, upon receiving 
a certified copy of such final judgment or 
judgments from the court in which the 
same are rendered and shall remain so 
suspended and shall not be renewed nor 
shall any other motor vehicle be there- 
after registered in his name while any 
such judgment remains unsatisfied and 
subsisting, and until the said person gives 
proof of his ability to respond in damages, 
as defined in section 36% of this act, for 
future accidents. .’ The question 
involved in this case is: Is the provision 
just quoted a natural classification? A 
careful reading of the Motor Vehicle Act, 
particularly section 73, shows that revoca- 
tion is provided for by reason of the opera- 
tion of the motor vehicle. The portion of 
subdivision (g) above referred to makes 
the classification not one arising from the 
operation of the automobile but from the 
ability of the person to pay a judgment 
that may have been rendered against him. 
The classification is not a natural classifi- 
cation nor is it all-inclusive. It virtually 
says: If you have the ability to and do 
pay judgments rendered against you, you 
may drive your automobile no matter how 
negligent; yet in the same breath it says to 
another individual: Because you cannot 
pay your judgment you cannot drive your 
automobile. It is a well known fact that 
the present use of a motor vehicle is fre- 
quently the true source of a ‘man’s ability 
to earn a livelihood for himself and his 
family. To deprive him of this privilege 
unnecessarily is not a reasonable police 
regulation. Many a person could not sat- 


isfy a judgment for damages within fifteen 
days, yet given a longer length of time 


(Continued on Page 27) 
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The ZR-3 at the Entrance to Its Hangar at Lakehurst, N. J. 


Dirigibles and Air ‘Traffic Safety 


Recent Disaster of E nglish Airship Revives Old Dispute Whether 
This Type of Craft Can Be Made Practical 


HE dramatic loss of the R-101 

on her maiden flight to the Sind 

has renewed interest in the vex- 
atious old dispute concerning the 
safety of airships. 

Opinion is divided into three un- 
equalled parts ; champions of airships 
maintain that the disaster can be in- 
terpreted as a condemnation only of 
the R-101 and not as a condemnation 
of all airships; champions of air- 
planes point to the long list of mis- 
haps which have marked man’s at- 
tempt to fly in lighter-than-air craft 
while Mr. John Jones, representing 
the general public, is left again to 
ponder the question whether it is yet 
safe to fly either in airships or air- 
planes. 

There is always a bumper crop of 
explanations after every disaster and 
quite naturally, the chief blame is 
placed either on the mechanism that 
has failed or on human faliibility. 
More than the usual number of con- 
demnations were made of the R-101. 
Experts eagerly testified that the ship 
was antiquated and that gloomy 
prophecies had been made while she 
was being groomed for the flight to 
India. 


It is understandingly difficult for 
Mr. John Jones to reconcile the tes- 
timony of the experts with the lauda- 


By J. PAUL ATWOOD 


tory comments he had _ previously 
heard. For several years, while the 
R-101 was being built, the newspa- 
pers were filled with pictures of the 
ship showing the new luxury which 
she had established for air travel. 
Safety features, such as the use of 
oil instead of gasoline for fuel, the 
building of passenger accommoda- 
tions within the great cigar shaped 
ship instead of in separate gondolas, 
and the location of engines so that 
they were easily accessible while the 
ship was in flight, were all stressed as 
significant advances. 

Immediately after the disaster, 
however, the public was informed 
that the ship was obsolete, that the 
alteration which had necessitated cut- 
ting the ship in half and adding an- 
other section had weakened her im- 
measurably, and that altogether, the 
ship should have been scrapped in- 
stead of being sent to far away India. 


Yo 


ERHAPS the R-101 should have 
been scrapped; perhaps the mil- 
lions of dollars which were spent on 
her construction should have been 
checked off as a necessary expendi- 
ture for aeronautic experimentation. 


It is not my purpose to paint a 
gloomy picture of man’s attempt to 
conquer the air in lighter-than-air 
craft. However, it must be pointed 
out that the plea that airship disas- 
ters must be viewed as adding to 
man’s knowledge has been made on 
sO many occasions that it is becom- 
ing increasingly difficult to accept it 
with equanimity. 

There is a majestic stability about 
a dirigible that no airplane can 
achieve. The Los Angeles, the Graf 
Zeppelin, and even smaller airships, 
float serenely overhead inspiring, not 
only in the people who watch from 
below but also in her passengers, a 
feeling of stability and safety. The 
small airplanes which circle the air- 
ship at a dizzy speed look compara- 
tively insecure and dangerous. 


The fact that there are two sepa- 
rate and distinct methods by which 
an airship can be controlled makes 
a strong appeal not only to the lay- 
man but also to technicians. An air- 
ship can be used as a free balloon, in 
which condition it is subject to static 
control, or it can be operated with its 
engines, when it is said to be in dy- 
namic control. As a free balloon, its 
altitude can be maintained as long as 
it has sufficient gas and ballast, while 
under dynamic control, its direction 
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can be kept, and to a certain degree 
its altitude maintained, without using 
gas or ballast. Even though all the 
motors of an airship should fail, the 
ship could still remain aloft. When 
the motor of an airplane stops, the 
plane must immediately attempt to 
glide to a landing. 

A dirigible can make a flight of 
several thousand miles as easily as a 
plane can make one of several hun- 
dred. The airship is essentially a 
carrier, equally important in peace 
and wartime. It can engage profit- 
ably in passenger transportation and 
in war time it can act as the mother 
ship to a group of airplanes. 


A os A 
See ” 


LL of these arguments have been 

advanced by exponents of the 
airship, and so promising have they 
seemed that tngland, Germany, 
Italy and America have spent billions 
of dollars in the construction of gi- 
gantic airliners. But in England, at 
any rate, the loss of the R-101 means 
a temporary halt in the airship pro- 
gram, even though a sister ship, 
safely crossed the Atlantic during the 
summer of 1930, and after a brief 
tour of Canada, returned safely to its 
home mooring mast. 

Because of their gigantic size, and 
the enormous sums of money re- 
quired for their construction, only a 
comparatively few dirigibles have 
thus far been built. Airship cham- 
pions point out that approximately 
$1 is spent on airships for every $100 
spent on airplanes, and that this is 
one reason why airplanes have de- 
veloped more quickly than the air- 
ship. However, in the years since 
the armistice, there has been consid- 
erable experimentation with non-rig- 
ids, semi-rigids, and small rigid air- 
ships. *Capt. Anton Heinen, who at 
one time was consulting engineer of 
the Shenandoah, has gone so far as 
to introduce a small non-rigid ship 
which he would have used as a fam- 
ily yacht. Unfortunately, his own 
family yacht exploded a few days 
after the R-101 disaster. 

But despite the experimentation 
and the best efforts of builders, de- 
signers, and crews, airships have 
made a poor record for themselves. 
Since : ee there have been seven 


*Non-rigid ships are essentially motorized free 
balloons, cigar shaped to give better speed and les- 
sened air resistance. The semi-rigid ship has a 
metal keep extending from nose to tail which takes 
and distributes evenly the various stresses which 
the ship receives. The metal cone-shaped nose 
holds taut the front of the structure under high 
speeds and wind resistance while the metallic tail 
forms rigid bracing for the rudders and for the 
horizontal control surfaces and fins which force 
the ship upward or down. The rigid ship has a 
complete metal framework with longitudinal gird- 
ers extending from nose to tail, ring girders set 
in at intervals, reinforced with cross girders and 
wire bracings. 
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major disasters and a score of minor 
mishaps. Time after time, airships 
which were heralded as representing 
the peak of airship construction have 
failed. 

On May 25, 1928, the dirigible 
Italia, bearing the Nobile expedition 
to the North Pole, was forced down 
in the Arctic. 

On September 3, 1925, the Shen- 
andoah was broken in two by a 
“twister” when she was flying over 
Ohio, and fourteen men, including 
her commander, were hurled to their 
death. Twenty-nine other men made 
a safe landing. 

On December 21, 1923, the French 
dirigible Dixmude exploded while 
flying over the Mediterranean. Fifty 
officers and men were lost. 

On February 21, 1922, the semi- 
rigid Roma caught fire when it fell 
on electric wires at Hampton Roads, 
Virginia, and 34 men were lost. 

On August 24, 1921, the R-38 
which had been built in England for 
the United States was lost during a 


Inc. 
Close-up of Gas Valves of the R-101 


test flight, with 44 English and Amer- 
icans aboard. 

On January 1, 1921, the R-34 was 
torn from her mooring mast in a gale. 
There was no loss of life. 

To the impartial observer, this rec- 
ord would appear to raise grave 
doubts as to the practicability of 
lighter-than-air craft. However, the 








other side of the question must also 
be considered. 
SSS 

Ene airships, the Los Angeles 

and the Graf Zeppelin, are now 
generally pointed to as representative 
of the satety which can be achieved 
in rigid airships. The Los Angeles 
has been in commission since 1924 
when she was flown across the At- 
lantic by a German crew and deliv- 
ered to the United States govern- 
ment. The Graf Zeppelin has made 
two round trips between Friedrich- 
shafen and Lakehurst, one trip around 
the world, and one trip to South 
America, during which she traveled 
18,000 miles in nineteen days. 

Not only these successful trips, but 
also the Graf Zeppelin’s unsuccessful 
one, are pointed to by dirigible en- 
thusiasts. In May, of 1929, the Graf 
Zeppelin left her mooring mast for 
an Atlantic crossing. Motor trouble 
developed several hours later and al- 
though her motors were crippled, the 
gigantic ship turned slowly back and 
made a safe landing in France. Air- 
ship enthusiasts ask pointedly what 
plane with engines similarly crippled 
could have done as well. 

At present, the airship is faced 
with three great hazards, — fire, 
structural, and climatic. Of these, 
fire appears to be most easily con- 
trolled. In America, a non-explo- 
sive gas known as helium is used for 
inflation; in dirigibles owned by all 
other countries, highly explosive hy- 
drogen is used. Thus far, helium has 
been found only in the United States, 
and its export has been prohibited. 
I¢xperts have stated that had the gas 
cells of the R-101 been filled with 
helium, the ghastly explosion and fire 
which followed her fall would not 
have occurred. 


When the R-101 started out for 
India, it was thought that her Diesel 
engines which burned oil instead of 
gas would largely eliminate the fire 
hazard. Only enough gasoline to 
start the engines was carried. Smok- 
ing was allowed on board the ship, a 
luxury never permitted on the Graf 
Zeppelin which also uses hydrogen 
for lifting. Since the loss of the 
R-101, experts have pointed out that 
the flash point of the fuel oil required 
for her motors was_ considerably 
higher than that of the oil used by the 
average Diesel powered steamer. 


Presuming that the use of helium 
means the decrease of the fire hazard 
to a minimum, airship designers must 
still overcome structural faults before 
airships become practical. Ocean 
steamers frequently come into port 
badly battered by the storms through 











which they have passed. They must 
take their weather as it comes. Only 
infrequently is a modern steamer in 
actual distress because of weather 
conditions. Lighter-than-air craft, 
however, are not yet structurally 
strong enough to withstand all 
weather conditions, and in some 
cases, not even strong enough to bear 
the strain of flying. 

When the Shenandoah was lost in 
a storm over Ohio, the accident was 
attributed to a freak. A “twister,” 
or line squall sent the ship suddenly 
from an altitude of approximately 
3,000 feet to an altitude of 7,000, at 
which height the ship broke in two. 
Neither before, nor since, has an air- 
ship been faced with such a condition, 
Lut unless every ship is equipped 
with emergency relief valves which 
automatically and quickly can release 
its supply of helium (or hydrogen) 
the ship must inevitably be at the 
mercy of the storm. 

Other ships have broken up in mid- 


air during flights presenting no un- 
usual conditions. The R-38, for ex- 


ample, collapsed in mid-air, and then 
caught fire during a trial flight. This 
accident, of course, occurred nine 
years ago, and many improvements 
have since been made in the construc- 
tion of airships. 

CCORDING to Rear Admiral 

William A. Moffett, Chief of 
the Bureau of Aeronautics, the new 
airships which are now being built 
for the United States Navy will be 
two and a half times as strong as the 
Los Angeles. The new ships (the 
first one will be ready in less than a 
year), will be 785 feet long, 133 feet 
in diameter, and approximately 147 
feet high. Critics have contended 
that the Shenandoah was too slender, 
that her ratio of fineness was too 
great, and therefore the twisting 
winds of Ohio were able to break 
her in two. The new ships, although 
approximately only 100 feet longer, 
will be proportionately heavier. The 
radical change in design is best shown 
by a comparison of the gas capacities 
of the old and the new ships. The 
Shenandoah had a gas capacity of 2,- 
115,000 cubic feet, while the ship now 
nearing completion will have a capac- 
ity of 6,500,000 cubic feet. 

Perhaps the most important im- 
provement is the use of a triple keel 
instead of the old single keel. This 
gives greater longitudinal strength, 
and together with the new duralium 
ring girders permits passenger and 
crew accommodations and the engine 
cars to be placed inside the ship. This 
not only lowers the resistance that the 
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ship offers to the air, but also makes 
it possible to make engine repairs 
more easily. The ship will have an 
outer weather-proof and _fire-proof 
cover, and a multiple cell system for 
the retention of the lifting gas. Metal, 
instead of fabric covering has al- 
ready been subjected to actual tests 
by the United States on the ZMC-2 


.~ 
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speaking only on the strength of re- 
ports which had reached him, and 
not after a personal study of the 
wreck, declared: “I cannot believe re- 
ports that the R-101 was forced to 
the ground by rain gusts. During all 


our trips we never had a higher extra 
weight than six or seven tons caused 
by rain. 


Only a short time ago, we 


R-100, the British Dirigible Which Recently Made a New Transatlantic Record for the 
East to West Crossing Between Continents. 


and in the future, it may take the 
place of the material which is now 
used. However, it is felt that the 
“doped” material is still more satis- 
factory. 

The material used as an outer cov- 
ering is “doped” to shed rain and 
snow and to radiate the sun’s heat in- 
stead of absorbing it. Dirigibles 
have already been safely flown in the 
tropics and in the arctic, thus show- 
ing that even extremes of tempera- 
ture do not affect safe flight. 


Among the reasons for the R-101 
disaster given by experts was that 
heavy rainfall had beaten the ship 
earthward. Captain Hugo Eckener, 
commander of the Graf Zeppelin, 


emerged from a heavy thunderstorm 
in the Rhone Valley without throw- 
ing off ballast.” 

Dr. Eckener then proceeded to dis- 
cuss other climatic hazards which the 
dirigible in flight must contend: 
“Even the strongest wind is unable 
to endanger an airship if it is allowed 
to drift at a safe altitude.” 


R. ECKENER has _ frequently 

turned storms to his advantage 
during his flights. When he was in 
command of the Los Angeles on her 
trip from Friedrichshafen to Lake- 
hurst, he purposely changed his 
course to catch the outer edge of a 


(Continued on next Page—2nd Column) 
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German Supervision 


(Continued from Page 11) 


ance business as everywhere else 
the action of official supervising 
bodies can be effective only to a 
relatively limited extent. Looked 
at in the light of this relativity, the 
bill as drafted is worthy of ap- 
proval on the whole. Yet the per- 
sonal qualities of the leading men 
in the insurance business will al- 
ways remain the most important 
factor for the sound, decent, and 
reliable operation of insurance en- 
terprises. Moreover, the effective- 
ness of government supervision it- 
self, no matter how stringent its 
provisions may be on paper, is most 
prominently a question of the per- 
sonalities involved and for that 
very reason one which it is hard 
to solve satisfactorily. And here, 
too, integrity and firmness of char- 
acter are by no means sufficient, 
but thorough knowledge of the 
business, i.e. proper training and 
professional education, as well as 
close and continuous touch with 
active business operation, are quite 
as important requirements. 


Unless the Federal Supervising 
Department is kept provided with 
an adequate number of officials well 
suited for their jobs, its supervising 
activity will be, to say the least, 
very problematical, even though 
the most stringent provisions 
should be incorporated in the ex- 
isting law. Nor will matters 
be materially improved by fall- 
ing back on outside assistants, 
which, as we know, it is contem- 
plated to do by the employment of 
private examiners—unless indeed 
there will be a sufficient number 
among the latter who know as 
much about the insurance business 
as about accounting generally. 


Fe 


Likes Hers Straight 

Do you care for dancing, Peggy?” 
No.” 

“Why not?” 

“It’s merely hugging set to music.” 

“Well, what is thee about it that you 
don’t like?” 

“The music.’ 


“ 
“ 


’ 


—State Lion. 


Budding Historian 
Teacher—“Johnny, whats the difference 
between a battle and a massacre?” 
Johnny—“A battle is where a whole lot 
of whites kill a few Indians, and a mas- 
sacre is where a whole lot of Indians kill a 
few whites.”—Brooks Field Weekly. 


May Have Slipt on the Soap 
A little girl was describing her first ex- 
perience in an elevator. “We got into a 
little room,’ she said, “ and the upstairs 
came down.”—Christian Register. 
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Dirigibles 
(Continued from Page 25) 


storm and he swung past the Grand 
banks with the storm, traveling at 
90 miles an hour although his motors 
were idling. When he crossed the 
Pacific in the Graf Zeppelin on one 
of the last laps of his round the 
world tour, he also used a storm to 








Major Disasters 


July 15, 1919, British NS-11, 
non-rigid, struck by lightning over 
North Sea—12 lost. 

Jan. 1, 1921, R-34 lost at mast 
in gale—wNo loss of life. 

August 24, 1921, R-38 (ZR-2) 
built by England for America, col- 
lapsed and burst into flames with loss 
of 44 Americans and English. 

Feb. 21, 1922, semi-rigid Roma 
caught fire when she fell on electric 
wires at Hampton Roads—34 lost. 

October 17, 1922, USA Blimp 
C-2 blew up at San Antonio tnjur- 
ing 4. 

December 21-23, Dixmude ex- 
ploded over Mediterranean; loss of 
50 officers and crew. 

July 6, 1923, USA Blimp TC-1 
burned during storm injuring 2. 

September 3, 1925, Shenandoah 
wrecked over Ohio—1¢4 lost. 

May 25, 1928, Italian dirigible 
Italia, sister ship of Norge, lost in 
Arctic. 

October 4, 
France—48 lost. 


1930, R-101 


over 


Notable Flights 


L-57, German dirigible flew from 
Jamboli, Bulgaria, to Daka Oasis, 
East Africa and back, in 1917, trav- 
eling 4,200 miles in 96 hours. 

R-34, British dirigible flew from 
Scotland to Mineola and back, in 
1919, traveling 6,200 miles in 187 
hours. 

ZR-3 (Los Angeles) flew from 
Friedrichshafen to Lakehurst in 1924 
in three days. 

The Norge, a semi-rigid ship, flew 
across the North Pole in 1926. 

Graf Zeppelin flew from Fried- 
tichshafen to Lakehurst in October, 
1928, in 111 hours and returned in 
69 hours. 

Graf Zeppelin flew from Fried- 
richshafen to Lakehurst in August, 
1929, in 95 hours and returned in 
54 hours. 

Graf Zeppelin flew around the 
world in 1929 tn 22 days. 

Graf Zeppelin flew from Fried- 
richshafen to South America, cover- 
ing 18,000 miles in 19 days. 

R-100 flew to Canada and back in 
August, 1930. 




















speed the ship on her way. When 
his ship meets head winds, Dr. Eck- 
ener believes in keeping his engines 
running at a good speed and forcing 
his ship through on the theory that 
the strain is no greater than its en- 
gines put upon it during a normal 
fast flight. Other men believe in 





slowing up engines to relieve the 
strain on the ship, especially when the 
air is bumpy. However, it is now 
generally believed that wind storms 
should not endanger dirigibles. It is 
true that the R-34 was lost in a gale 
when she was torn from her moor- 
ing mast, but a short time before the 
Shenandoah was broken in two, she 
also was forced from her mast and 
rode out a gale, although only a small 
part of her regular crew was on 
board. 

Lightning is another force majeur 
which has caused the loss of diri- 
gibles. However, it was far more dan- 
gerous to non-rigids and semi-rigid 
ships than to modern dirigibles. Ac- 
cording to P. W. Litchfield, president 
of the Goodyear Zeppelin Company, 
“Zeppelin ships have been struck by 
lightning again and again without 
any more damage than a_ pinhole 
where the bolt hit. 

The metal framework of the rigid 
airships forms a Faraday Cage which 
distributes the lightning and allows 
it to escape harmlessly through the 
engine exhaust and at other safe 
points. If a commander keeps his 
ship below the “pressure height’ so 
that no hydrogen is being forced out 
through the valves he can get 
through an electrical storm without 
difficulty. When non-explosive he- 
lium is used, the danger that gas es- 
caping from the valves will be ignit- 
ed, does not exist. 

However, it is impossible to fore- 
cast the future for dirigibles from 
past experience. Not until the two 
gigantic dirigibles now in the course 
of construction for our government 
have been put to the test can any 
prophecies as to future developments 
be made. 


An Author at Age of 81 


OBERT R. BEACH, Casualty 
Underwriter, Twin Mutuals, of 
Boston, has reason to be very proud 
of his grandfather, Robert Ramsay, 
of Maplewood, New Jersey. The lat- 
ter is nearly 81 years of age. He was 
born in Scotland and sailed before 
the mast in the sixties and seventies 
on the old clipper ships, later becom- 
ing a master. The firm of D. Apple- 
ton and Company, New York, has 
just published a book only lately 
written by Captain Ramsay. “Rough 
and Tumble on the Old Clipper 
Ships” is the title. It tells of marine 
disasters, life and hardships on the 
deep seas and in world ports of call 
in the days gone by. At the time of 


the big Chicago fire Captain Ramsay 
was sailing on the Great Lakes. He 
alludes in an interesting way to that 
conflagration. 











’ California Decision on 
Safety Law 
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spent in his vocation might enable him to 
do so. Many vocations require the use of 
the motor vehicle. The classification pro- 
vided for in subdivision (g) places an un- 
due premium on the means to satisfy a 
judgment rather than upon the ability or 
care with which a person drives his motor 
vehicle. 

The provision for cancellation of license 
to drive based upon the ability to satisfy a 
money damage judgment gives to the per- 
son of means a distinct advantage which 
has no connection whatsoever with his 
ability to drive, and deprives another per- 
son of a valuable property right because of 
his lack of means, thus unfairly discrimi- 
nating against him. This is in the nature 
of providing a penalty and amounts to a 
denial of the equal protection of the laws, 
and should not be tolerated. 

The cases cited by respondent except 
one, concern the right of legislatures to 
enact a law compelling a/l owners of motor 
vehicles (1) to carry insurance against in- 
juries resulting from the operation of 
their vehicles or (2) to furnish such in- 
surance before license to drive will issue. 
Such a classification includes all persons in 
the same class and therefore is a proper 
exercise of police power. The one excep- 
tion is “In Re opinion of the Justices” 
(Supreme Judicial Court of Mass.), 147 
N. E. 681, given in response to order of 
the legislature requesting an opinion upon 
proposed legislation similar to subdivision 
(g). With all due respect to the opinion 
therein expressed I cannot agree that it 
is a proper classification. 

The provision for revocation of license 
under consideration is discriminatory and 
unreasonable and therefore violative of 
section 11, article I of the constitution of 
this state. It is the taking of property 
without due process of law. 

Petitioner is discharged—Schmidt, J. 
pro tem. 


Concurring Opinion. 


\ \ 7 ORKS, P. J. In contending for the 

constitutionality of paragraph (g) 
of section 73 of the California Vehicle 
Act respondent places his principal reliance 
upon Opinion of the Justices, 251 Mass. 
569, 147 N. E. 681, or it may be said, at 
least, that the other cases cited by him do 
not aid his contention. The Massachusetts 
case, strictly speaking, does not touch the 
question here involved, although it does 
announce certain general principles which 
the court has said, in another opinion filed 
on the same day, lead to the conclusion 
that such a statute as we have here is 
constitutional. The case to which we have 
last referred is Opinion of the Justices, 
251 Mass. 617, 147 N. E. 680, and it does 
undoubtedly uphold the constitutionality of 
a statute similar, at least, to the one now 
before us. This case, although mentioned 
by me after the one relied on by respondent, 
will be referred to in this opinion as the 
first Massachusetts case. 

Subdivision (g) of section 73 of our 
statute provides that the licenses and reg- 
istration certificates of any person, “in the 
event of his failure to satisfy every judg- 
ment within fifteen days from the time it 
shall have become final, for dam- 
ages on account of personal injury, or 
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damages to property in excess of one hun- 
dred dollars, resulting from the ownership 
or operation of a motor vehicle by him, 

. shall forthwith be suspended ... .” 

It is said in the first Massachusetts case: 
“We think that the legislature may declare 
that no person shall have a license to oper- 
ate a motor vehicle upon public ways until 
he has satisfied any outstanding judgment 
against him founded on previous operation 
of a motor vehicle. A statute of that na- 
ture may have a tendency to prevent con- 
duct by a licensee capable of being the 
basis of such a judgment, and thus pro- 
mote the public safety.” Strictly speak- 
ing, the last sentence contained in this 
quotation puts forth a statement which is 
true only in a very limited sense. Such a 
statute tends to secure the payment of com- 
pensation to those who are the victims of 
negligence. It would have a very slight 
effect in causing a lessening of the neg- 
ligence. Those who are negligent in the 
operation of their cars cannot be cured by 
being compelled to pay judgments against 
them. In truth, also, the statute has no 
effect whatever against tort feasors who 
have property, as judgments against them 
may be enforced through the ordinary 
process of execution. Such persons, no 
matter how frequently they may be guilty 
of negligence in the operation of their 
cars, may continue to operate them with- 
out molestation, so far as this particular 
statute is concerned. And it is possibly 
true that the criminal records will show, 
in manslaughter or like cases, where pedes- 
trians have been killed or other casualties 
have resulted through negligent driving, 
that a majority of the defendants are per- 
sons of wealth, or are in comfortable cir- 
cumstances, at least. Surely, the columns 
of the newspapers are full of reports of 
just such cases. It is to be noted, too, that 
the cars of persons of means are operated, 
unless they be trucks, solely for pleasure. 
No matter how infrequent the commission 
of negligence by persons who are unable 
to pay judgments, such persons cannot con- 
tinue to operate their cars if a single 
judgment be rendered against them. And 
it is to be remembered that a large pro- 
portion of these persons use their cars as 
a means of earning a livelihood. In short, 
a rich man, continually operating his car 
in a negligent manner and solely for 
pleasure, may offend again and again, may 
day by day rove the roads at an unlawful 
rate of speed, free from molestation even 
if successive judgments for damages be 
pronounced against him, while the poor 
man is deprived of the use of his car if he 
fails to pay a single judgment, even though 
he be ordinarily a careful driver, being 
thereby often deprived of his means of 
livelihood. It seems to me that such things 
cannot be, under the constitutional guar- 
anties which protect rich and poor alike. 
It appears that such a statute cannot bear 
a proper relation to the exercise of the 
police power, granting that the legislature 
has, as it undoubtedly does have, plenary 
power over such matters when properly 
considered. The statute is constitutionally 
defective because it is operative unequally, 
in so far as the question is concerned with 
which it assumes to deal, that is, the lessen- 
ing of negligence. The enactment cannot 
reach many who are continually negligent, 
while it may take the property of those 
who have once been negligent but who are 
ordinarily prudent in the operation of 
their motor vehicles. Indeed, as remarked, 
in effect, in the foregoing opinion, the 
statute deals not at all, directly, with the 
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subject to which, only, it could properly 
relate. It is not truly aimed at the subject 
of negligence, for the habitually negligent 
person may be utterly free from the ef- 
fects of its operation, but it is designed 
to secure the payment of judgments by 
those who cannot ordinarily pay and to 
deprive them alone of the right to operate 
cars, this, be it plainly stated, not because 
they have been negligent but because they 
have not paid. 

In the first Massachusetts case it is 
also said that such a statute as the court 
had under consideration “would have -a 
tendency to keep off the highway those 
shown by their conduct to be dangerous to 
other travelers.” This statement is, of 
course, in a measure true, but at the risk 
of some slight repetition let me say some- 
thing about this particular language of 
the Massachusetts court. Only those, in 
the main, who are thus kept off the high- 
way will be they who are forced into such 
a condition through the loss of a means 
of livelihood. Nor will those who remain 
on the highway because of the payment of 
judgments against them, whether they be 
rich or poor, be thereafter in any consid- 
erable degree less negligent than they had 
been before. The negligent we will al- 
ways have with us. The tendency to be 
negligent cannot be cast off like a coat. A 
certain portion of mankind will be careless 
in the operation of their motor vehicles 
because they cannot be otherwise, while 
a certain portion will be careful because 
they cannot be otherwise. There is as 
much difference between men in these re- 
spects as there is in the shapes of their 
noses, and while the form of the nasal 
feature may be altered by plastic surgery, 
the tendency of men to be careless is sus- 
ceptible of no considerable amelioration, 
even by the payment of judgments against 
them obtained on the very score of their 
negligence. A proper exercise of the po- 
lice power would be exhibited by a statute 
designed to keep from the roads all per- 
sons who have shown an incurable ten- 
dency to refrain from the exercise of due 
care in the operation of their cars, but not 
by one designed to deny the highways only 
to those who do not pay judgments against 
them, leaving those who do pay to rampage 
along,the thoroughfares at will. It is not 
within the province of the courts, of 
course, to say what measures the legisla- 
ture should adopt in the exercise of the 
police power, and the remarks made in 
the last preceding sentence are inserted 
merely for the purpose of drawing a con- 
trast between what the legislature has at- 
tempted to do by paragraph (g) of sec- 
tion 73 of the California Vehicle Act and 
what it is conceived it might have done. 

Works, P. J. 

Ira F. THompson, J. concurs. 


Saw 


Locking Up the Matches 

“I never could understand why a fellow 
should not be alowed to have more than 
one wife.” 

“Well, after you are married you'll real- 
ize that the law protects those who are 
incapable of protecting themselves.” 

—Pathfinder. 
Knows How They Feel 
NOTICE! 

I am now ready to receive your axes.— 

M. R. Storm, County Collector. 
—Illinots Paper. 
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Two More Opinions 
Sustain Right of Mutuals 
to Insure Public Property 


WO more examples, showing 
that mutuals legally may in- 
sure public property, are found in 
the following opinions by the re- 
spective attorneys general of Mis- 
sissipp1 and Nebraska. The Mis- 
sissippi opinion follows in part: 
“On September 29th, 1930, in response 
to a request * * * on behalf of the trustees 
of a consolidated school district * * * for 
an opinion, I held that trustees of con- 
solidated school districts were not author- 
ized to purchase insurance for school prop- 
erty in mutual insurance companies. 


Upon further investigation I find that 
it is necessary for me to qualify the opin- 
ion given, and this opinion will supersede 
that of September 29th, 1930. 

“In the case of Miller v. Tucker, 105 
So. 774, 142 Miss. 146, the Supreme Court 
of Mississippi, held that the board of su- 
pervisors in the absence of specific statute 
had no authority to carry insurance, and in 
numerous other cases the Supreme Court 
of Mississippi has held that all statutory 
boards must be able to point out specific 
statutory authority to perform any act. I 
was unable to find any specific authority 
which permitted boards of supervisors, 
boards of trustees, or other public boards 
to enter into contracts of mutual insurance. 
* * * Since, however, there has come to 
my attention the provisions of Chapter 
157, Laws of Mississippi 1918, especially 
Section 8 thereof, which is the same as 
Secton 6000, Hemingway's code of 1927, 
Section 5059, Code of Mississippi 1930, 
Dummy Edition, which provides as fol- 
lows: 

‘Any public or private corporation, 
board or association in this state, or 
elsewhere, may make application, enter 
into agreements for and hold policies 
in any such mutual insurance com- 
pany,’ etc. 

“The preceding section defines the condi- 
tions under which mutual insurance com- 
panies are authorized to transact business 
in Mississippi, and it is to such mutual 
insurance companies that Section 8 of 
Chapter 157, Laws of Mississippi 1918, re- 
fers. 

“The question has also been raised as to 
whether the statute in question violates the 
provisions of Section 183 and Section 258, 
Mississippi Constitution of 1890, which 
sections prohibit the state, counties, cities, 
towns, or other municipal corporations to 
become a subscriber to the capital stock of 
any corporation, to make appropriation or 
loan its credit in aid of such corporation. 
The Supreme Court of Pennsylvania, at 
the January Term, 1929, and in an opinion 
rendered May 27th, 1929, in the case of 
Downing v. School District of City of 
Erie, 297 Pa. 474, 147 Atl. 329, passed upon 
the identical contention, and held that a 
law authorizing a public board to insure 
in a mutual insurance company was not 
violative of this constitutional provision. 

“I am, therefore, of opinion that public 
or private corporations, boards or associa- 
tions, may insure in any mutual insurance 
company authorized to issue policies of in- 
surance and to transact business of insur- 
ance under license from the Insurance 
Commissioner of this State.” 
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The opinion is signed by Forrest B. 
Jackson, Assistant Attorney General, for 
Hon. Geo. T. Mitchell, Attorney General. 

a 


The Nebraska opinion above re- 
ferred to was issued on November 
15th, by the Hon. C. A. Sorensen, 
Attorney General of that state, who 
said: 

“In my opinion it is lawful for a school 
board to have a schoolhouse insured in a 
mutual insurance company if such com- 
pany’s articles of incorporation or plan of 
insurance approved by the Insurance Bu- 
reau provides that such company may 
write that kind of insurance. 

“Whether it is wise or expedient to place 
the insurance in such a company is a ques- 
tion for the school board to determine. I 
will add that in this State a mutual insur- 
ance company is not an assessment com- 
pany. A ‘mutual company is one without 
capital stock that charges a fixed premium 
and is required to maintain the same re- 
serve as a stock company.’ (See section 
7744, Compiled Statutes.)” 


Bogus Propaganda 
Against Mutuals 


N a masterpiece of misrepresenta- 

tion one Wellington Potter, an 
insurance agent of Rochester, New 
York, formerly connected with the 
insurance school of the Travellers 
Insurance Company, broadcasted 
through the insurance press that the 
American Bankers Association has 
issued a statement discrediting mu- 
tual compensation insurance. 


Inquiry of the American Bankers 
Association reveals the fact that no 
such conclusion as to the merits of 
mutual insurance has been reached 
by the Insurance Committee of that 
organization. It must be obvious to 
anyone familiar with the insurance 
laws of the State of New York, 
wherein the alleged statement is being 
circulated, and which state has with- 
in its borders the headquarters of 
the American Bankers Association, 
that there is no difference in the 
stringency of the state supervision 
between mutual and stock carriers, 
nor any difference in the reserve re- 
quirements. 

The implication running through 
the entire self-serving article by Mr. 
Potter is that mutual compensation 
insurance is written by an organiza- 
tion similar to a common law partner- 
ship. Nothing can be farther from 
the truth. The business is written by 
incorporated companies which are 
required to have and maintain sub- 
stantial surpluses. The history of 
mutual compensation insurance in the 
State of New York and elsewhere 
has been one of great credit to the 
insurance business. The chief losses 
suffered by compensation policyhold- 





ers in that state have been due prin- 
cipally to the failures of two stock 
companies doing business there. The 
entire line of reasoning, if it may be 
called such, throughout Mr. Potter’s 
article is so palpably false that when 
exposed it should shake the confi- 
dence of any prospective policyholder 
in the service which an agent using 
the argument may try to sell. Mu- 
tuals should take note of this situa- 
tion and have a ready answer to this 
form of competition. 


Minnesota Case Involving 
Question Where Another 
Uses Car of Owner 


If an automobile liability insurance 
policy stipulates that the coverage is 
made available to any person oper- 
ating the insured’s automobile with 
his permission, the fact that the per- 
son so permitted to operate the car 
used the auto for a purpose different 
than that for which it was requested 
the Minnesota Supreme Court holds 
that the insurance company is not re- 
leased from liability under the facts 
of the case of Alice Peterson, admr., 
v. Gerald J. Maloney and Maryland 
Casualty Co., appellant. 


The facts show that Maloney borrowed 
his employer’s automobile to visit his 
mother and a doctor after working hours. 
He started too late to make his visits but 
proceeded for other personal purposes 
over the same route he would have taken 
to call the doctor. During the trip he met 
with an accident as a result of which the 
plaintiff's husband was killed. 


A judgment was rendered against Mr. 
Maloney in an action against him and the 
employer. The insurance company de- 
fended both. Later the plaintiff garni- 
sheed the insurer and recovered judgment 
against it, from which an appeal was 
filed. 


In sustaining the judgment of the trial 
court it was held by the Supreme Court 
that there was justification in finding that, 
under the terms of the policy, Maloney 
was using the car with the permission of 
the insured and was covered at the time 
of the accident. 


“It would not seem that the change of 
purpose, while going to a place where he 
had stated he was going, would, so far as 
this insurance policy is concerned, annul 
the permissive character of the use of the 
car,” the court stated, admitting that the 
question was close and that “not much 
authority either way is found upon the 
precise question.” 


Also the court said that by undertaking 
the defense of Maloney in thé original 
action brought by the plaintiff with a 
knowledge of the facts of the extent of the 
permission given to use the car and with- 
out disclaiming liability, the insurance 


company was estopped thereafter to deny 
liability. 











Official Announcement 
International Golden 
Rule Week, December 
7-14, 1930 
By S. PARKES CADMAN 


IDWAY between the great 

feasts of Thanksgiving and 
Christmas comes International Golden 
Rule Week, when we should pause 
to think of the multitudes who have 
no harvests and for whom there can 
be no Christmas joys unless we prac- 
tice as well as preach the Golden 
Rule. 

This practice is a test of our re- 
ligion. Whether Catholics, Protes- 
tants or Jews, Modernists or Funda- 
mentalists, we all believe in the Golden 
Rule. Do we live it? Golden Rule 
Week summons us to plain living and 
high thinking. It asks us to measure 
ourselves by universal standards to 
see how nearly we have attained to 
our ideals. It is an educational, 
character-building observance as well 
as practical philanthropy. 

This year the period has been ex- 
tended from Golden Rule Sunday to 
Golden Rule’ /Vcek in order to in- 
clude Public Schools as well as Sun- 
day Schools; Jews as well as Chris- 
tians; Service Clubs and Business 
Agencies as well as Churches ; Thea- 
tres and the secular press as well as 
religious organizations. 


yes 


T is a season, when, throughout 
the world, the strong are asked 

to help the weak, the rich to share 
with the poor, the employed with the 
unemployed and those who are pros- 
perous with those who are in ad- 
versity. Thus shall we be truly pre- 
pared for the enjoyment of Christ- 
mas festivities and for the celebration 
of the birth of Him “who went about 
doing good,” feeding the hungry, 
healing the sick, helping the op- 
pressed, and who taught us that “it 
is more blessed to give than to re- 
ceive.” 

Money contributed during Golden 
Rule Week may be designated for 
any organization, institution, charity 
or type of work in which the donor 
may be especially interested. One 
hundred cents of every dollar so con- 
tributed will go as directed, none for 
expenses. There is little or no ex- 
cuse for not giving. The minimum 
gift,—the difference in the cost of a 
frugal Golden Rule meal and the 
usual bountiful dinner,—takes not 
one penny from the cash reserves of 
the donors. If passed through the 
l‘oundation treasury for any object 
approved by the Foundation’s Com- 
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mittee on Research, Information and 
Survey, the probabilities are that a 
supplementary sum will be added to 
it from general funds. 

Millions are starving today. Other 
millions are undernourished. Many 
are sick, without needed medical aid. 
Others are hungry for educational 
and cultural opportunities that we 
have. Let us be thankful that at this 
Thanksgiving - Golden Rule - Christ- 
mas Season we may be on the “giv- 
ing’ rather than on the “receiving” 
end of the Golden Rule. 


Death of Joseph Tyrrell 


Joseph Tyrrell, President of the 
Builders’ Mutual Casualty Company, 
died suddenly September 5, 1930, at 
his home in Madison, Wisconsin. 

Mr. Tyrrell had been in poor 
health for several years, but was able 
to be around and attend to most of 
his duties. He was President of the 
Builders’ Mutual Casualty Company 
since its organization in 1915. Pre- 
viously he was engaged in the con- 
tracting business in Madison for 
about forty years, but for the past 
eight years had devoted his time ex- 
clusively to the interests of the Build- 
ers’ Mutual Casualty Company. At 
a special meeting of the Board of Di- 
rectors Mr. M. G. Winter, of Mil- 
waukee, who has been Vice-Presi- 
dent of the Company since its or- 
ganization, was elected President to 
succeed Mr. Tyrrell. At the same 
meeting Mr. H. L. Geisler, who has 
been Secretary and Manager of the 
Company since its organization, was 
elected [First Vice-President and 
Manager, and Mr. H. M. Howitt, 


who has been Assistant Secretary 
and Claims Manager, was elected 


Secretary of the Company. 


Harwood Eldridge Ryan 
Dies Suddenly 


ARWOOD E. RYAN, Consult- 

ing Actuary and member of the 
firm of Woodward, Fondiller and 
Ryan, of New York City, died sud- 
denly on the morning of November 
2 at his home in New Rochelle, N. Y. 
Mr. Ryan was found dead in a gas- 
filled bathroom. Mrs. Ryan stated 
that her husband had seemed cheer- 
ful, and that he had no financial 
troubles. 

Mr. Ryan was born in New York 
City on August 25, 1882. He was 
educated at the Brooklyn Polytechnic 
Institute and at New York Univer- 
sity, there completing the course in 
Actuarial Science of the School of 
Commerce. Later he was Actuary of 
the New York State Insurance De- 
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partment and General Manager éf 
the National Council on Workmen's 
Compensation Insurance. Previously 
he had been connected with the 
Travelers Insurance Company and 
the Equitable Life Assurance So- 
ciety. He was an ex-president of the 
Casualty Actuarial Society and an 
associate of the Actuarial Society cf 
America. At the time of his death he 
had practically completed a report to 
the Ontario Royal Commission 
which has been studying the automo- 
bile rate situation for the past two 
years. Mr. Ryan had been retained 
by the Commission as its Actuarial 
Adviser and played an important part 
in its investigations in Canada and 
the United States. 

Surviving him besides his wife are 
three children, Harwood E. Jr., six- 
teen vears old; Jean, ten, and Don- 
ald, eight. 

The firm of Woodward, Fondiller 
and Ryan has been expanding its staff 
constantly during the last few vears. 
It had three partners and ten senior 
associates. The organization is there- 
fore in position to carry on and de- 
velop the work which Mr. Ryan did 
so much to found. 


Determining Man's 
Fitness For a 
Particular Occupation 


“Through physical examinations 
at the time of employment can best 
be determined a man’s fitness to un- 
dertake the possible hazards of a par- 
ticular occupation,” said James T. 
Haviland, vice president of the Lum- 
bermens Mutual Casualty Company 
of Chicago, in addressing the State- 
wide Industrial Conference of North 
Carofina, sponsored by the Industrial 
Commission. 

‘Industrial organizations generally 
in the last twenty-five years have 
learned that safety pays,’ continued 
Mr. Haviland, ‘and have put compe- 
tent men in charge of safety depart- 
ments, vested them with real author- 
ity and achieved remarkable results in 
accident prevention and in life con- 
servation. 

“Not only have employers attacked 
the problem from the standpoint of 
providing mechanical guards for 
machinery, but an ever increasing 
amount of consideration is being 
given to the human element involved 
—the most important phase of the 
situation. 

“Through studies of mental and 
physical human hazards that have 
caused accidents, employers have 
come to realize that preventing ill- 
ness by physical examination goes 
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hand in hand with other measures of 
accident prevention and that less 
sickness and fewer accidents have 
been the result.” 

To reduce the ever-mounting toll 
of accidents on our highways, Mr. 
Haviland advocated a more effective 
dramatization of the human element 
in appealing for greater chivalry on 
the highways. 


Federation Convention 
(Continued from Page 20) 


permanent form of insurance known 
in this country. Our service facili- 
ties were never better and we have an 
increasing public interest in the work 
we are doing. For generations the 
integrity of the men charged with 
the executive responsibility in mutual 
companies has been outstanding in its 
character. The directors of the com- 
panies have served unselfishly, usually 
with very limited or no compensation, 
and represent in their attitude a won- 
derful evidence of fine public spirit. 

“With this background of years and 
years of strength and character, and 
with the firm resolve upon the part 
of each of us to hold aloft the ban- 
ner of mutual fire insurance and to 
support the cause as we know it jus- 
tifies support, we can in full measure 
meet the opportunity that is ours 
with the assurance of having done 
our share toward making the benefits 
of mutual fire insurance available to 
every desirable risk.” 

Convention Notes 

A matter of major importance de- 
cided by the convention was the 
authorization of a committee to pro- 
ceed with the formation of a loss ad- 
justment service. The committee has 
met and The National Loss Adjust- 
ment Bureau is being organized. 
From arrangements already being 
made the Bureau is now prepared to 
render adjustment service in many 
parts of the country. A complete 
program of the Bureau will be an- 
nounced before the first of the year. 


oon 

The convention elected J. M. 
Cook, H. E. Stone and Glen Walker 
to the Governing Board of the Fed- 
eration to succeed Frank Bishop, 
C. A. L. Purmort and George A. 
McKinney whose terms expired. 
Mr. Thomas G. McCracken, who is 
also Vice President, was elected to 
himself. Under the by- 
laws of the organization a member 
of the Board cannot be elected to 
succeed himself unless he be presi- 
dent or vice-president. 


succeed 
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Editorial 


(Continued from Page 16) 


service, or suffer the consequences 
in meeting mutual competition. 


WAS 


UTUAL insurance believes in 

democracy and cooperation is 
its watchword. It desires to col- 
laborate with all who will work to- 
gether for the upbuilding of fair 
and efficient means to serve the in- 
suring public. But the mutual 
world will not be intimidated by 
the “muscling in’ tactics which 
have, of late, become a standard 
stock company strategy. We feel 
that the best element among the 
stock company interests must de- 
plore such Machiavellian artifices, 
if for no other reason than the 
shame which will come upon them 
when publicity at last brings these 
questionable methods to light. 


Concerning the Matter of 
Rebating in Massachusetts 


NDER date of November 14th, 

Hon. Merton L. Brown, Com- 
missioner of Insurance for Massachu- 
setts, sent out the following com- 
munication : 

“The department has received a 
copy of a resolution adopted at a re- 
cent meeting of the executive com- 
mittee of the Massachusetts Associa- 
tion of Insurance Agents, which 
reads as follows: 

“*Whereas it is the opinion of many 
Insurance Agents that there is much re- 
bating of premiums on Contract Bonds 
by both Field men and Agents and ru- 
mors are persistent that this evil is preva- 
lent in many sections of the State. 

“*And in as much as law observing 
Agents, while obviously suffering a ruin- 
ous disadvantage, are naturally  disin- 
clined to bring charges and give evidence 
leading to criminal proceedings. 

“Resolved, that the Insurance Com- 
missioner be respectfully requested to 
communicate with the Companies writing 
Contract Bonds in Massachusetts stating 
that complaint of. irregularities had 
reached his Department, soliciting their 
help in the matter and assuring them that 
the situation would be closely watched.’ ” 

“Tt is apparent that unless the per- 
sons who have knowledge of viola- 
tions of the anti-rebate statute com- 
municate it to the department no ac- 
tion can be taken. 

“Therefore, I feel that both the 
agents and the companies should in- 
form the department of practices of 
this sort which may come to their 
attention. If, as indicated in this 


resolution, the practice of rebating is 
widespread, it will have a strong ten- 
dency to bring the insurance business 
in Massachusetts into disrepute 





“The co-operation of both com- 
panies and agents in this matter will 
be greatly appreciated and you may 
be assured that the department will 
co-operate in every possible way to 
eliminate this practice.” 


New Director on Board of 
Fidelity Mutual of 


Indianapoils 


R. W. Koehler of South Bend has 
been elected to the Board of Direc- 
tors of the Fidelity Mutual Fire In- 
surance Company. This announce- 
ment was made by C. Disher, Secre- 
tary, at the last monthly meeting of 
the Mutual Insurance Club, whose 
membership is composed of the male 
employees of the Indiana Lumber- 
mens Mutual Insurance Company and 
the Fidelity Mutual Fire Insurance 
Company. 

This advancement comes to Mr. 
Koehler after several years of hard 
work and steady boosting for Mu- 
tual Insurance. He is the first young 
man to be chosen from the ranks for 
an official position, and proves that 
superior work on the part of em- 
ployees does not go unnoticed. 

Mr. Koehler’s many friends and 
business associates congratulate him 
on this achievement. 


Why He Howls 


Certain statements emanating from 
stock company sources with regard to 
mutual insurance call to mind the 
story told by a recent visitor to Mis- 
souri: 

A hound dog was sitting in a pas- 
ture and letting out unearthly howls. 
“What's wrong with that dog?’ 
asked the visitor. “He’s sitting on a 


cockle burr.” “Why doesn’t he 
move?” “Well stranger, he’d rather 
howl.” 5. 3. ¥. 


Tit for Tat 
Scientist has invented an earthquake an- 
nouncer that goes off like an alarm clock. 
There is a much more general need for an 
alarm clock that goes off like an earth- 
quake.—Arkansas Gazette. 


His Eyes Were Bigger Than It 


“How did you like the party, Jackie?” 
“Awful! You said I could eat as much 
as I liked, and I couldn't.” 


—Buen Humor (Madrid). 
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“Aid us in Prevention of 
losses and loss of life” 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


“Ar > * “A 
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Offices From the Atlantic to the Pacific 


— Gale & Stene, Boston Justin Peters, Philadelphia “= 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 

The Martin General Agency, Seattle, Denver, San Francisco, 
=~ Los Angeles, Vancouver, Portland, Spokane. - 
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‘«‘Better Insurance Service for Less Money” 


Over 60,000 policyholders carry Hardware Mutual Casualty Company Insurance 
because of low net cost, efficient management, and nation-wide claim service. 


LINES OF INSURANCE 


Automobile, Automobile Dealers Liability, Burglary, General Liability, Personal 
Accident, Plate Glass, Workmen’s Compensation 








Home Office Building 
HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


Branch Offices 


Appleton, Wis. Dallas, Tex 
Atlanta, Ga. Duluth, Minn. 
Boston, Mass. Fond du Lac, Wis. 
Chicago, II. Indianapolis, Ind. 


Los Angeles, Cal. 


Madison, Wis. 
Milwaukee, Wis. 
Minneapolis, Minn. 
Newark, N. J. Winnipeg, Canada 
Portland, Ore. 


St. Paul, Minn. 


Stevens Point, Wis. 


San Francisco, Cal. 















































JOURNAL OF 
AMERICAN 
INSURANCE 


—# ISSUED MONTHLY }- 


CONTAINS NEWS AND TIMELY 
ARTICLES ON TOPICS OF 
LIVE INTEREST TO THE 
INSURANCE WORLD 
EVERYWHERE 





Subscriptions $2.50 Per Year 





Address: 


180 No. Michigan Ave., Chicago, Til. 





































< MUTE 


SS" INSURANCE 
AY COST 




















yamine 


- TWIN MUTUALS 


GENERAL FIRE 

AUTOMOBILE FIRE 

THEFT AND COLLISION 
GENERAL LIABILITY 
AUTOMOBILE LIABILITY 
WORKMEN’S COMPENSATION 


Twin Mutual Fire Ins. Co. 
Twin Mutual Liability Ins. Co. 


A. SHIRLEY LADD, Secretary 
211 Congress Street, Boston, Mass. 


Twin Mutuals Have Always Paid Dividends 




















FEDERAL STRENGTH FEDERAL SERVICE 
NINETEEN DEPARTMENTS 
December 31, 1929 APPLETON, WIS. MADISON, WIS. 


ATLANTA, GA. MILWAUKEE, WIS. 
BOSTON, MASS. MINNEAPOLIS, MINN. 


Assets $13,080,172.34 CHICAGO, ILL. NEWARK, N. J. 
DALLAS, TEXAS OWATONNA, MINN. 


‘abiliti 9 DULUTH, MINN. PORTLAND, OREGON 
iabilities 7.942.904.82 FOND DU LAC, WIS. SAN FRANCISCO, CALIF. 
Lia 71942590494 INDIANAPOLIS, IND. ST. PAUL, MINN. 
LOS ANGELES, CALIF. STEVENS POINT, WIS. 


Surplus 5,137 ,267.50 WINNIPEG, CANADA 


FEDERAL SAVINGS 
$31,209,88213 


Returned to policyholders since organization 
Year after year without fail the FEDERAL 


has provided Sound Protection at a saving 
5 


30 years ¥ Service 
Yo American Business 








Retail Hardware Mutual Hre Ins.Co. 


OF MINNEAPOLIS MINNESOTA 


Hardwar e. Dealers Mutual Fire Ins.Co. 


STEVENS POINT.WISCONSIN 


Minnesota Implement Mutual Fire Ins.Co 


IWATON 














CUTTING INSURANCE 
COSTS WITH SAFETY 


ODAY’S insurance buyers seek sound 


protection—at the lowest possible cost. 


As policyholders of this company more than 
200,000 are finding precisely that combination 


of security and economy in their coverage. 


For eighteen consecutive years “L-M-C” has 
provided reliable Casualty insurance at substan- 
tial annual savings to its policyholders—savings 
that on Automobile insurance have never been 


less than 25% of the yearly premium. 


Meanwhile assets of the company have con- 
tinued to grow until they now total in excess of 
$11,600,000, including net cash surplus of over 

_ $1,800,000, constituting a foundation of un- 
questionable stability for the far reaching struc- 


ture of “L-M-C” protection. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 


MUTUAL INSURANCE BUILDING, CHICAGO, U. S. A. 


Associate Companies Under “L-M-C” Management 
AMERICAN MOTORISTS INSURANCE COMPANY 
FEDERAL MUTUAL LIABILITY INSURANCE COMPANY 
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